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Rest assured! The best is pure rubber latex foam 


, lounge on it, walk on it— not once, but time 
after time, year after year— and you're bound to be a pure 
rubber latex foam fan for life! Foams made of other materials 
just can't compare for comfort. 100% rubber latex foam is 
marvelously buoyant. And it “breathes”! No hot, sticky 
feeling ever. 

Add to these comforting advantages the remarkable 
flex- and stress-/ife of rubber latex foam. \t takes plenty of 


punishment—and bounces back for more. Then, whether 
you just use, or manufacture, furniture, automobiles, car- 





LATEX 
Water dispersion 
of Styrene rubber 


) wee © 


peting, shoes, clothing or other products that need cushion- 
ing, you Anow you'll always rest easy, rest best, with pure 


rubber latex foam. 


Another reason for resting easy is this: you'll find the 
touch of Goodyear quality behind many rubber latex foam 
products today. Reason? Goodyear manufactures several 
latices for them, including PLIOLITE 5352. Want more details? 
Just write Goodyear, Chemical Division, Dept. H-9415, 
Akron 16, Ohio. 


e: Lots of good things come from a 


CHEMICAL DIVISION 


Pliolite—T. M. The Goodyear Tire & Rubber Company, Akron, Ohio 
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1959 960 1961 
,1953-55 Year Month Week § Latest 

average ago ago ago Week 
BUSINESS WEEK index chart ......................... 1333 1474 1545 154.1r 154.3* 
Production 
ere NE TUROUS. OT TONNE. «oo i5.oo snd ks 0 owes once one saw eee setae 2,032 1,525 1,860 1,850r 1,910 
MUMMIES: 55 ok eRe arte a Pos yl Seer i.e ud, =. Sin'w a, wee Sl oectegeeen NLR RI 125,553 84,139 127,157 32,464r 21,202 
Engineering const. awards [Eng. News-Rec. 4-wk. daily av. in thous.]..... $52,412 $75,744 $88,184 $80,188 $78,921 
Electric power [millions of kilowatt-hours]................0.20.0000. 10,819 15,037 15,071 16,137 16,080 
Crude oil and condensate [daily av., thous. of bbl.]..................-- 6,536 6,834 6,930 7,024 7,045 
Bituminous coal [daily av., thous. of tons].............0cee-ceseeces 1,455 1,306 829 1,368r 1,321 
PURINNONG, SUONBS 2ic 5 ciao cs crals cane 2:06 0-cae es treed ee A ORES 247,488 314,180 245,221 328,490 332,332 
Trade 
Carloadings: miscellaneous and I.c.I. [daily av., thous. of cars].......... 70 53 59 52 53 
Carloadings: all others [daily av., thous. of cars].................0006 47 46 36 46 45 
Department store sales index [1947-49=100, not seasonally adjusted]. . . 121 128 114 125 132 
Business failures [Dun & Bradstreet, number]...............00.eecee 198 308 304 406 343 
Prices 
Industrial raw materials, daily index [BLS, 1947-49=100]............ ‘ 89.2 91.2 90.7 91.7 92.0 
Foodstuffs, daily index [BLS, 1947-49=100].............. eee escvee 90.5 77.7 75.7 75.3 76.0 
Pit Ginels FSi i MC, OT. 6 oo sv iack c diacaie o be eo e eee eke 19.8¢ 20.2¢ 17.5¢ 17.8¢ 17.8¢ 
Finished steel, index [BLS, 1947-49=100].............-cceceeeeeces 143.9 186.2 185.5 185.6 185.6 
Scrap steel composite [Iron Age, ton]............2.-eceeccecceeces $36.10 $32.50 $36.67 $37.83 $37.83 
Copper [electrolytic, delivered price, E&MJ, Ib.]............0. 0 2c e eee 32.394¢ 33.000¢ 31.000¢ 31.000¢ 31.000¢ 
Aluminum, primary pig [U. S. del., E&MJ, Ib.J.............. 0.20 eee 20.6¢ 26.0¢ 26.0¢ 26.0¢ 26.0¢ 
Aluminum, secondary alloy #389, 1% zinc [U. S. del., E&MJ, Ib.]....... tT 24.00¢ N.A. N.A. N.A. 
Wheat [No. 2, hard and dark hard winter, Kansas City bu.]............. $2.34 $1.93 $1.96 $2.02 $2.04 
Cotton, daily price [middling, 1 in., 14 designated markets, Ib.]......... 34.57¢ 30.85¢ 32.59¢ 32.99¢ 33.1l¢ 
Moot tone (Bown, Wii) se eee Se oe ove bs oR ltloleces Keke Were $1.96 $1.64 $1.78 $1.78 $1.78 
Finance 
500 stocks composite, price index [S&P’s, 1941-43=10].............. 31.64 56.62 64.81 67.64 67.80 
Medium grade corporate bond yield [Baa issue, Moody’s].............. 3.59% 5.08% 5.09% 5.11% 5.11% 
Prime commercial paper, 4 to 6 months, N. Y. City [prevailing rate]...... 2-2144% 334% 234% 234% 272% 
Banking Millions of dollars 
Demand deposits adjusted, reporting member banks. .............-0.6 tT 59,610 61,892 62,381 61,998 
Total loans and investments, reporting member banks................ Tt 106,033 112,402 114,923 114,041 
Commercial, industrial and agricultural loans, reporting member banks... tt 32,308 32,710 32,590 32,454 
U. S. gov’t guaranteed obligations held, reporting member banks....... tt 27,265 31,456 33,790 33,327 
Total federal reserve credit outstanding. ................-eceeeeeees 26,42 28,246 28,641 28,508 28,777 
MOON ~oes Oo rd DESERT ic OSs oS c's Re ee walSbemere ob o's ooce ae 19,082 17,551 17,527 17,601 
Monthly figures of the week i ee ae 
Average weekly earnings in manufacturing. ........ ae caveees as July. ... $73.36 $91.14 $94.64 $94.00 
Retail sales (seasonally adjusted, in billions)..............ee. ‘ July.... $14.5 $18.1 $18.3 $18.1 
Personal income [seasonally adjusted, in billions]............. 3 July.... $296.1 $404.7 $417.3 $419.2 
Farm income [seasonally adjusted, in billions]................- duly: .. $16.0 $16.4 $17.1 $17.1 
Wholesale prices [U. S. Dept. of Labor BLS, 1947-49=100]....... July. ... $110.4 $119.7 $118.2 $118.6 
* Preliminary, week ended August 12, 1961. r Revised. 
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READERS REPORT 


Alliance for progress? 


Dear Sir: 

Your column “The Trend” [Bill 
Jul.15°61,p128] is among the best 
editorials I have read so far on the 
hot subject of aid to underdevel- 
oped countries. While Mr. Ken- 
nedy’s sincerity is above doubt, I 
do agree with your concern that he 
is overreaching himself and that he 
is overcommitting his country. 

I would like to add a few points 
to the subject: 

(1) Of the $80-billion dished 
out by the U.S. from 1947 to 1960, 
I believe that more than 50% went 
to the recovery of Western Europe. 
With that staggering amount, 
Western Europe is now back on 
her feet and has again her place 
as a dominant voice in world af- 
fairs. Now, one would contend, at 
least the “Alliance for Progress” 
does, that with the same amount 
of money the same goal would be 
achieved in Latin America. 
Here, “Alliance for Progress” is 
dead wrong. Why? Because: 

(A) Western Europe was re- 
built materially while her spiritual 
values, albeit tarnished by war, re- 
mained intact. 

(B) The skill, the resourceful- 
ness, the love of work of the Euro- 
peans were not lost: They were 
hidden under the smoldering ruins. 

It was Phoenix risen from the 
ashes. It was a matter of rebuild- 
ing what materially had been de- 
stroyed. The political adjustment 
was also a rather smooth affair. . . . 

On the other hand: 

(2) Latin America, besides hav- 
ing to be built (not rebuilt) mate- 
rially, has to be built spiritually. 
Resourcefulness, skills, dedication 
to work are generally lacking. 
Here and there, there exist areas 
where material wealth is not at all 
lacking, just the contrary. As in the 
case of Venezuela, the problem is 
one of re-routing the national 
wealth, not to add to it... . 

In general, Latin Americans suf- 
fer from the mistaken impression 
that their governments have to do 
everything and the governments 
suffer from the mistaken impression 
that the U.S. has to do everything. 
Latin American peoples and gov- 
ernments share the mistaken im- 
pression that the U.S. is the cause 
of all their maladies and that it is 
high time that the U.S. do some- 
thing to repair past wrongs. 

(3) Any wee bit of advice prof- 
fered by the U.S. in the intelligent 
employ of the funds the U.S. is 
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= Pitney-Bowes 
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Old conventional scales get tough, 
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of postage with a PB mailing scale 
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indicator registers instantly, exactly. 
Mailing is faster and easier. 
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—including two for parcel post. Ask 
any Pitney-Bowes office for a free 
demonstration. Or send the coupon. 


FREE: Handy desk or wall chart of latest 
postal rates, with parcel post map 
and zone finder. 





PITNEY-BoweEs, INC. 
1488 Walnut Street 
Stamford, Conn. 
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willing to contribute will be con- 
strued as interference in the in- 
ternal affairs of Latin American 
nations. 

This letter could cover many 
more points such as the question 
of the $4-billion Latin Americans 
have tucked away in North Amer- 
ican and Western European banks; 
or the systematic killing of free 
enterprise when free enterprise— 
which has made the U.S. the 
strong country it is, and which has 
re-made and re-shaped Western 
Europe—could save the day. ... 

D. Portoraro Riosa 
Caracas, Venezuela 


SCP on the stump 


Dear Sir: 

U.S. business and financial cir- 
cles may interpret the Canadian 
political scene incorrectly as a re- 
sult of your article on the so-called 
New Party [BI Aug.5’61,p30)]. 
The story is a good summation, but 
no mention is made of the Social 
Credit Party which holds office in 
two provinces—Alberta and Brit- 
ish Columbia. This party is emerg- 
ing as a true free enterprise party 
and is making definite gains in 
eastern Canada. 

In Alberta the development of 
petroleum resources with the So- 
cial Credit is a reform movement 
on the Right and as such will dis- 
tract from the New Party which 
preaches reform from the left. . . . 

Canadians recognize their obli- 
gations to the Western Alliance 
and have inherited a deeper un- 
derstanding of law and order than 
the average U.S. citizen. U.S. in- 
vestment in Canada is safe for a 
long time to come. Politicians ex- 
ploit nationalism, but after all, they 
have to make a living, too. 

S. A. Milner 
Edmonton, Alberta 


= The Social Credit Party has no 
members in Canada’s _ federal 
House of Commons. For the story 
of SCP’s recent activities, see page 
124. 


A $1 budget surplus? 


Dear Sir: 

Pres. Kennedy and _ Treasury 
Secy. Dillon have all but guaran- 
teed a balanced budget for the 
fiscal year ending June 30, 1963. 

If they get within $500 of their 
goal, I will pay the extra amount 
to give them a surplus of $1. 

Norris E. Chapman 
Denver, Colo. 
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Federal Reserve 
index passes its 
1960 high mark 


Steel, aluminum 
output points up 


Employment and 
retail sales lag 





Business outlook BIW 


Business went into new high ground in July. This, at least, is the evidence 
presented by the Federal Reserve Board’s index of industrial production, 
which attained 112% of the 1957 average. 

That tops the previous high of 111 set in January, 1960. 

This computation may leave many a businessman just a little incredulous 
(and the Fed’s index has, in fact, outdistanced Business Week's own 
indicator, presented in the chart on page 2). 

Yet it hardly is worth arguing whether business is, indeed, that good. 
For it will be that good—and better—in another month or two. 


Volume certainly hasn’t yet come close to new highs for the metals. 
Nevertheless, it begins to look as though steel production is gathering 
headway (page 30). And aluminum has already come back quite strikingly. 
August output of steel ingots seems sure to be the best in the last 15 
months except for May. And September, even though it has one less day 
than either May or August, is a very good bet to beat both. 
At U.S. Steel’s Thompson works, idle for 14 months, five open hearths 
are being reheated. The industry sees 10-million-ton months right ahead. 


Shipments of aluminum sheet and plate, capping a rise that started late 
last year, hit a two-year high in June. 

The month’s business is reported at just under 134-million Ib. by the 
Aluminum Assn. That’s up from 104-million last October and the highest 
since 163-million Ib. rolled in June of 1959 (when users were laying in 
stocks hand-over-fist for fear of a strike). In fact, except for the spring 
and summer of 1959, volume tops all other recent years. 

Ingot output hasn’t recovered quite so sharply due to stocks still weighing 
heavily in producers’ hands. Yet it is up about 10% from the April low and 
Kaiser has just announced it is going to 90% of capacity. 


Some of the business figures for July lack the production index’s bounce. 

Employment, for example, displayed no particular buoyancy. Its decline 
from the June level had few precedents [BI Aug.12’61,p19]. 

There wasn’t much lilt to retail sales last month. 

And personal income, though it set another new record, didn’t rise at 
so rapid a rate as in the months immediately preceding July. 


Employment might have done better except that factories are slow 
to hire at this stage of a recovery; rather, they lengthen the work-week 
(page 27). 

Factory hands last month averaged 40 hours a week. That’s more than 
an hour longer than during the December-January-February slack. 

Manufacturing jobs are up 500,000 from the low, totaling almost 16- 
million. But that’s 300,000 less than a year ago—though production now 
is measurably higher than it was then. And the present force is 144-million 
smaller than it was at the post-World War II peak in 1953. 


Here’s an important quirk in the figures on manufacturing employment: 
Non-production workers—white-collar and supervisory personnel—num- 





Stores can look 
to rosy autumn 


Home furnishings 
finally pass 1960 


Rise in incomes 
slackens in July 


Business outlook continued 


ber 4,120,000. That’s only a rise of 50,000 from the recession low, but it 
restores the total almost exactly to its peak last August—and more than 
600,000 higher than at the best level of 1953. 

Production workers—the blue-collar group—have been rehired in much 
larger numbers. Even so, they total almost 700,000 less than in the best 
month last year—and 2-million less than in 1953. 

This portrays the shift due to modernization, mechanization, automa- 
tion. Many more clerical and supervisory workers are required; at the 
bottom of the factory work force, the lowest skills lose out. 


All signs point to higher consumer outlays in the months ahead. 

With more money to spend and personal debt at a manageable level the 
consumer now is in a far more receptive mood than earlier this year when 
job security was a nagging problem. 

July sales of all types of retail establishments were nothing to cheer 
about, to be sure. But then who feels like shopping in the 90-plus degrees 
that hung around much of the populous East last month? 


Retailers rang up almost $18.1-billion during July, after allowance for 
seasonal trends and trading day differences. That was about 1% below the 
June take—but it just about matched July, 1960. 

Nondurables made a fairly respectable showing—nearly $12.6-billion 
(seasonally adjusted). Department stores, apparel shops, drug stores, and 
service stations pulled ahead of last year—and seem to be doing even 
better now (page 29). For apparel shops, it marked the first better-than- 
year-ago tally since the pre-Easter surge last March. 


Durable goods turned in a fair retail report last month despite lower sales 
by automotive dealers. Sales edged past $514-billion (seasonally adjusted) 
during July, trailing June by almost $100-million but lagging behind last 
year by the narrowest margin since December. 

Furniture and appliance stores pulled ahead of the year earlier level 
for the first time in 17 months. Their July sales of $881-million (unadjusted) 
beat July, 1960, by 2.7%. 


Appliance sales have perked up a little lately, after a rather listless 
stretch. Manufacturers’ price cuts have helped some. 

The run on air conditioners and fans during the hot spell was a welcome 
sales booster. 

“Whitegoods,” too, have taken a turn for the better. 

Appliance retailers now report greater customer interest in refrigerators 
and home laundry equipment—helped a bit by the upturn in homebuilding. 


Personal income, posting new highs in each of the last four months, 
definitely has outrun consumer spending at retail. And this is the soundest 
sort of promise of good store volume in the months ahead. 

Personal income last month is estimated by the Dept. of Commerce 
at a seasonally adjusted annual rate of $419.2-billion. 

The gain of $1.9-billion over June was healthy enough in itself. Yet it 
looks a little slender against the April-June showing; there had been an 
average $4-billion-a-month gain for that period. 


Contents copyrighted under the general copyright on the Aug. 19, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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East German soldiers and armored cars move into position at Bradenburg Gate to halt flow of refugees into West Berlin 


Berlin squeeze begins 


Administration takes the border closing calmly 
but holds firm stand on West Berlin 
freedom; chances for negotiations may have improved 


Washington is taking the latest phase 
of the Berlin crisis in stride. Mos- 
cow’s drastic measures to seal off 
East Berlin and halt the flow of 
refugees haven't altered the Admin- 


istration’s basic policy in West Ber- 
lin. This is to maintain Western 
rights there—preferably by negotia- 
tion, but by force if necessary. 
Along with Britain and France, 


the U.S. has sent the Soviets an offi- 
cial protest against their illegal meas- 
ures in East Berlin. In addition, 
Washington is making every effort to 
portray the border closing as an 
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open admission by Moscow that 
Communism has failed in East Ger- 
many. 

There’s no sign that Washington 
has seriously considered any extreme 
counter-measures. Like London, it 
has been cool even to West German 
proposals for cutting off Western 
trade with East Germany in an ef- 
fort to force the Communists to re- 
open the Berlin border. 

Cold war. The Administration, in 
short, is viewing the new situation in 
East Berlin as another Soviet show- 
ing of naked power. It is regarded 
as little more than an extension of 
the conditions we have had to live 
with for the past dozen years. Some 
U. S. officials think of it simply as one 
of the final steps in the Sovietization 
of East Germany. 


1. Crux of matter 


Pres. Kennedy and Secy. of State 
Rusk feel that the heart of the matter 
is what happens in West Berlin, 
where our own rights and commit- 
ments lie. So far, these haven’t been 
directly affected. Both Kennedy and 
Rusk seem to feel that this week’s de- 
velopments may have even improved 
our chances of negotiating Moscow 
into an arrangement that would 
leave the Western position pretty 
much as is, 

This doesn’t mean that Washing- 
ton expects to talk Premier Khrush- 
chev out of signing a separate peace 
treaty with East Germany. That 
looks like a sure thing. The hope is 
to persuade him to include in the 
new setup some official acknowledge- 
ment of our basic rights in West Ber- 
lin. These are defined in Washington 
today, as they were in the Berlin 
crisis of 1958-59, as including our 
physical presence there, physical 
access through East German terri- 
tory, and freedom for the West Ger- 
man population. 

Firm stand. On these matters, 
there can be no doubt that the Ad- 
ministration intends to stand firm. 
The President and all his top aides 
believe that the defense of West 
Berlin is worth any risk, that it is as 
decisive a test as any the West has 
faced during the cold war. Moreover, 
they believe that the outcome of this 
test will profoundly affect our 
chances of success in the worldwide 
struggle that Communism is waging 
against the free world. 


Il. Negotiations timetable 


U.S. officials aren’t predicting how 
and when East-West negotiations on 
Berlin might get started. For one 
thing, the Western Big Four won't be 
in a position for a while yet to work 
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out a common negotiating position. 
This week, there was open criticism 
from West Germany of Kennedy’s 
failure to make some countermove in 
response to the sealing off of East 
Berlin. In fact, U.S. policy has now 
become an issue in the West German 
election campaign. 

At midweek, Willy Brandt, mayor 
of West Berlin and the Social Demo- 
cratic candidate running against 
Chancellor Adenauer, sent a note to 
Kennedy saying that “Berlin expects 
more than words, it expects political 
action.” Newspapers and popular 
demonstrations took up the cry. 

Assuming, however, that the politi- 
cal uproar in West Germany doesn’t 
lead to clashes between West Ber- 
liners and the Communists, thus 
altering the whole complexion of the 
Berlin crisis, it seems fairly certain 
that Bonn, Paris, London, and Wash- 
ington will be able to come up with 
an agreed negotiating position by 
the end of September. 

There is sure to be worldwide pres- 
sure on both sides to negotiate. The 
neutral nations already are planning 
to put the Berlin issue before the 
coming session of the U. N. General 
Assembly. And they will press for al- 
most any solution so long as it re- 
duces the chances of nuclear war. 

U. N. support. Some U.S. officials 
would welcome a Berlin debate in 
the U.N. They feel that the U.S. 
could gain wide support from the 
new nations of Africa and Asia on 
the issue of _ self-determination, 
which Moscow is so flagrantly defy- 
ing in the case of Germany. How- 
ever, a number of our top diplomats 
figure that the West will get very 
little support from these nations if at 
the time of U.N. debate, the Berlin 
issue has taken the world closer to 
the brink of war. Then, they will be 
pressing us for a compromise that 
could lead only to a Communist take- 
over. 

In any East-West negotiations on 
Berlin, whether at the summit or at 
foreign ministers’ level, the U.S., 
Britain, and France are likely to take 
a position pretty close to the one 
they took at the abortive Geneva 
meeting of foreign ministers in 1959. 

At that time, the Western powers 
were ready to offer certain conces- 
sions, including a limitation on in- 
telligence and propaganda activities 
in West Berlin and a modest cut in 
the size of their garrisons. But the 
West insisted that these changes in 
the existing situation also apply to 
East Berlin. Since Moscow refused 
then to consider any limitation on its 
freedom of action, it’s unlikely that 
we will get anywhere with such pro- 
posals this time. 

Nor is it likely that a broader dis- 


cussion of the whole German issue 


would produce any agreement. 
Khrushchev’s main goal in pushing 
for a change in Berlin is to consoli- 
date the Soviet position in East 
Germany and in Eastern Europe 
generally. If the West raises the 
question of German unification, it 
will be mainly for broad propaganda 
purposes. 


Il. Optimism 
There might still be a chance that 
Khrushchev would acknowledge 


Western rights in some way when he 
signs his East German peace treaty 
and turns over access controls to the 
East Germans. At least that’s the 
view of some of Kennedy’s aides. 

Here’s their reasoning: If Khrush- 
chev were still expecting to get the 
whole of Berlin, it's doubtful that he 
would have taken such extreme 
measures last weekend. In effect, he 
turned East Germany into a prison 
camp and exposed this fact to the 
world. Instead, he could simply have 
stopped the movement of East Ger- 
mans from the countryside into the 
Communist half of Berlin, thus slow- 
ing the flood to a trickle. 

According to this view, Khrush- 
chev may be satisfied for a while 
with simply scrapping the four- 
power setup in Berlin and _ incor- 
porating East Germany (including 
East Berlin) into his satellite empire. 
Ever since Stalin junked the four- 
power setup in Germany as a whole, 
the open door in Berlin has been a 
source of weakness—a bone in his 
throat, as Khrushchev himself de- 
scribed it. 

At the worst, the U.S. and its 
allies can wait until he signs his East 
German peace treaty, then see what 
happens. 

Big push. To strengthen his hand 
in any negotiations, and in the inter- 
national maneuvering that will sur- 
round the whole Berlin issue whether 
or not negotiations take place, Ken- 
nedy is pushing ahead steadily with 
the military buildup he announced 
three weeks ago. 

The aim is to build U.S. forces to 
a peak strength—for either conven- 
tional or nuclear war—by the end 
of the year. Right now, Defense 
Dept. officials are quietly deflatin 
the notion—prevalent only a mont 
or so ago—that the U. S. has scrapped 
the doctrine of massive retaliation. 

The military buildup, in fact, is 
slated to be permanent even if there 
is a negotiated settlement of the 
Berlin issue. Kennedy sees Berlin as 
only one of many tough tests the 
U.S. will face in the next few years 
as the Soviets press their offensive 
against the free world. 
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Employment outlook 


More 
jobs on 
the way 


| All signs point to fall jump 


in employment, though 


| long-term joblessness remains 


There are new notes of optimism in 
the labor market. 

The optimism is based on the as- 
surance of rising employment this 
fall—and a drop in unemployment. 

# A survey by Business Week 
shows employment officials in key 
states expressing moderate optimism, 
and businessmen in key industries 
planning to step up hiring. This is the 
time in the recovery cycle—about 
six months after the economy hits 
bottom—when many companies be- 
gin to rehire in numbers. 

« Prospects for steel (page 30) and 
autos [BI Aug.12’61,p19] bolster em- 
ployment prospects in these key in- 
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# The of conventional 
arms will mean jobs—many, again, 
fanning out from Pittsburgh and De- 
troit. As Deputy Asst. Secy. of La- 
bor Seymour L. Wolfbein sees it, 
this in itself will mean a gradual in- 
crease in manufacturing employ- 
ment. 

Paradox. On the other side of the 
picture is a paradox that has hung 
over the economy. Though employ- 
ment continues to grow—in July 
nonfarm employment regained the 
record level of 62-million that it 
reached a year before—unemploy- 
ment trends remain disturbing. 

Unemployment fell in July by 
400,000—yet the number of people 
unemployed long-term rose. There 
are now more than 1.6-million who 
have been out of work 15 weeks or 
more, including 1-million without 
jobs for half a year or more. 

Even here, though, there are 


signs of change. There has been a 
sharp drop in the number of those 
collecting either regular unemploy- 
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of Employment Security; in Massachusetts, biggest job pickup is in softgoods. 


ment compensation benefits or tem- 
porary extended benefits. 

In past recessions, such a drop has 
been a signal of better things to 
come, a sign that people were going 
back to jobs. Many of this summer's 
former beneficiaries are, in fact, 
working now. A substantial portion, 
though, have simply run through all 
their benefits. 

Trends in the states. A check of 
state employment agencies throws 
some light on what’s behind the ap- 
parent contradictions. A. Allen Sul- 
cowe, Pennsylvania Secretary of 
Labor and Industry, takes a hopeful 
view, even though his state had 
440,000 out of work in mid-July. 
Pennsylvania had 4.3-million people 
at work, highest since last October, 
and the number fiing for state 
unemployment compensation had 
dropped sharply since last January. 

California, worried about the rapid 
buildup of its population and _ its 
lagging housing industry, still has a 
substantial inventory of defense work 
that should respond rapidly as 
Washington’s spending accelerates. 
And it’s counting on a new retraining 
law to be of immediate help to laid- 
off aircraft workers. 

Massachusetts, where gains and 
declines are spotty, is seeing a 
slightly better advance in employ- 
ment than at this time last year— 


and the pickup, surprisingly, is in 
softgoods, and strongly in leather. 

Texas feels it has the nation’s 

roblem: Employment is increasing, 
But not so fast as new workers are 
coming into the labor force. 

Yet there’s still optimism—not 
fully explained—in emyloyment of- 
fices. The people manning the desks 
are feeling better—and some report 
they are getting more calls from 
manufacturing companies that expect 
to be hiring in the fall. 

End of the lag. These people are 
looking to the end of the traditional 
lag between the time business begins 
to recover and employment in manu- 
facturing improves. The lag is on the 
order of six months—and in July 
manufacturing employment was still 
450,000 below its pre-recession high. 
But business began to turn up about 
last February. 

A specific example illustrates this 
catch-up process in one area, capital 
goods: 

Worthington Corp.’s order backlog 
increased by $10-million during the 
first half of 1961 after remaining in 
balance during a dull 1960. At the 
same time—January to June—its 
work force increased by only a frac- 
tion of 1%. But it expects to hire up 
to 5% more workers during the next 
six months. 

“We get orders for delivery in six 
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months, a year, two years,” Frank J. 
Nunlist, Worthington’s vice-president 
in charge of operations, points out. 
“Before we do anything else, we do 
engineering. The lead-time causes 
the employment lag.” 

Even in non-capital goods indus- 
tries, where lead-time is less impor- 
tant, there’s still a delay before in- 
creased orders and sales are reflected 
in a larger work force. 

Pattern. The rise in optimism, in 
spite of the paradoxes, comes in part 
from the fact that the present recov- 
ery is following the pattern of the 
earlier postwar recoveries. Accord- 
ing to that pattern, the big job gains 
and unemployment drops lie ahead. 

= Companies normally lengthen 
the work weeks of current employees 
before hiring new ones. During the 
past six months, the average work 
week of manufacturing employees 
has increased by about an hour. 

« In this recovery, under way for 
about six months, the gain in non- 
farm jobs—2%—has been as good as 
1949, better than 1954 or 1958. 

# The painfully slow fall in unem- 
ployment parallels the earlier years. 
Before improvement showed up 
then, unemployment held above 7% 
for seven months in 1958; close to 
6% for eight months in 1954; above 
6% for nine months in 1949. Against 
this, the current 6.9% seems routine. 

« In the earlier upswings, as in 
this one, long-term unemployment 
continued to mount and reached its 
peak long after total unemployment 
had leveled off. 

Test of theory. If the current re- 
covery continues to run to form— 
with the plus of employment gener- 
ated by accelerated defense—it will 
shake a theory that has developed 
this year among many economists. 
This is that by late 1960 and 1961 the 
U.S. will be reaching new levels of 
prosperity—but still running with 
heavy unemployment, perhaps as 
much as 7% of the labor force. 

This theory is based on the one big 
difference—admittedly a disquieting 
one—between this and earlier recov- 
eries: this time, the level of long-term 
employment is at a record high. 
Manufacturing, year after year, 
needs fewer hands to produce more 
goods (page 19), while the labor 
force grows more rapidly. This 
means special trouble for those who 
once worked in manufacturing but 
have now been out of work a long 
time. They will not find it easy to 
shift to other fields. 

The recovery is still young, how- 
ever. And if the optimists are right, 
if manufacturing jobs do pick up as 
in the past, then there will be a 
sharper drop than many have ex- 
pected in long-term unemployment. 
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Retailers see signs 


of a fall pickup 


Softgoods, spurred by back-to-school shopping, are ahead 
of last year. Even durables are breathing 
again. But customers obviously are not on a buying spree 


Retailers in most major cities are 
convinced that business is better and 
that it will be better yet in the fourth 
quarter. But hardly any of them are 
willing to bet on their conviction. 

As the back-to-school shopping 
season got under way, here is how 
Business Week reporters this week 
found merchants assessing the out- 
look: 

# Over-all business across store 
counters, except in Detroit and Pitts- 
burgh, is running anywhere from 3% 
to 5% ahead of 1960. But nowhere 
are consumers splurging. 

« Although most retailers expect 
still better business as the season 
progresses, there has been no shift 
in their two-year-old inventory policy 
of buying as closely as possible. It's 
still a buyer's market, with little fear 
of price increases. 

# Softgoods show the best recov- 
ery from a slow start in the begin- 
ning of the year. But, at least in some 
areas, durable goods show signs 
of life for the first time in months. 

* There is no single major style 
trend except for color—bright and 
vivid browns, blues, and greens for 
women and girls, dark strong colors 
for men and boys. 


1. How’s business? 


The general feeling among the 
retailers is summed up . one in Chi- 
cago: “We'll walk rather than run up 
to Labor Day, then things should be 
husky through September.” 

Most merchants aren’t feeling the 
full effects of recovery, and still 
show only cautious optimism. As the 
Federal Reserve Bank in Chicago 
put it: “There has been only a mild 
stepup in consumer demand despite 
the economy’s across-the-board rise 
in activity since the beginning of the 
year. 

In fact, Detroit (plagued by the 
threat of an auto strike and unem- 
ployment) and Pittsburgh (again 
unemployment) can’t believe the 
recession is over. 


Only in a few places do you find 
any real optimism. A luxury store in 
Los Angeles reports business run- 
ning far ahead of last year, with 
home furnishings up 12%. The man- 
ager reasons: “Our luxury customers 
were waiting until they were sure 
the recession was over.” At the other 
end of the line, most discount mer- 
chants checked by Business Week 
report strong business. 


li. Inventories stable 


The increased business that retail- 
ers are expecting from now until 
Christmas isn’t going to be met by 
bigger inventories. Store after store, 
from the biggest volume department 
stores to small specialty shops, gives 
a firm “no” when asked about any 
shift in buying plans. Most say their 
stocks are about the same as last 
year, with quite a few reporting cuts 
as much as 10% under a year ago. 


A major St. Louis department | 


store reports: “Our inventory posi- 
tion is so good we can buy any cock- 
eyed good deal that comes along.” 
An Atlanta merchant’s hardgoods 
inventory is at its lowest level in 10 


years. A Boston retailer says that’ 


with New York so near he doesn’t 
have to worry about inventory. 

The luxury store in Los Angeles 
that is doing so well has been cutting 
inventory. For one thing, merchan- 
dise is readily available; for another, 
customers who return on a regular 
basis want to see new merchandise, 
not the same old things. 

Inventory policy. Apparently in- 
ventory policy is being shaped, not 
so much from fear of a hesitant con- 
sumer, but on the knowledge that 
reorders can fill in gaps. Price in- 
creases, if any, won't be big enough 
to worry about either. 

This doesn’t mean that retailers 
aren't buying more; it’s just that they 
are playing it close to sales. In fact, 
one indicator of increased buying 
comes from A. Kimball Co., the 
label-making division of Litton In- 
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Back-to-school business opens fall season as Goucher College coed (above, in plaid dress) and... 





. «a junior from Northwestern University counsel shoppers at Gimbels in New York as to what’s cool on the campus 


dustries, Inc. It reports its business 
in the last three weeks has been at 
all-time record levels. 


ill. Durable durables 


Merchants are less cheerful about 
durables. Even so, it has been a long 
time since any good words for appli- 
ances have been heard. Now furni- 
ture sales are actually strong in some 
areas, and appliances are up if not 
booming. Refrigerator sales, says a 
Dallas merchant, are 20% above nor- 
mal for summer. Another says that 
washers are 60% ahead of last year. 

Distributors, too, report that re- 
tailers are back in the market, al- 
though prices and competition are 
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wicked. A General Electric appliance 
sales manager in one city says: “We 
are selling at retail a 13-ft. two-door 
refrigerator at $267 that brought $300 
last year and $429 three years ago.” 

The National Appliance & Radio- 
TV Dealers Assn. reports a “notice- 
able upturn which began around 
June 1.” 


IV. What’s selling 


But it’s softgoods that have re- 
tailers’ attention now as students be- 
gin outfitting for schools. 

From Neiman-Marcus, Dallas fash- 
ion center, comes word that vivid 
colors are the thing this year—even 
in socks. “For years,” says Edward 


Marcus, executive vice-president, “it 
was tacky to wear anything but white 
socks.” 

Style leaders. Other than the con- 
tinuing influence of Jacqueline Ken- 
nedy, there is no chief style this year. 
For the teenagers, though, fashion is 
the “kookie” look—wild colors, long 
sweaters and short skirts (non- 
matching) that “achieve a sloppy 
look in a sophisticated manner.” For 
boys, a Dallas store talks about the 
saber look, or “the blade.” Vests, too, 
are coming back strong. 

Furs—and imitations thereof—are 
strong in the market with gains of 
40% in a Los Angeles store. Price is 
the reason. “They are low,” said a 
merchant, “and customers know it.” 
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Steelmakers see 
happy days — but 


A new auto contract will give the industry a lift. But 
then it has price problems—and the prospect of 
boom and bust next year when it has to bargain with labor 


For the fourth consecutive year, 
steelmakers are having a moderately 
miserable summer. On top of that, 
still another is in prospect for next 
year. 

This summer's distress has two 
sources—a holdup in automotive 
orders and a maddening uncertainty 
about prices. Right now, the failure 
of orders to pile in is distinctly the 
more serious. 

There's nothing wrong with steel’s 
order boards that couldn't be cured 
very promptly by a new automotive 
labor contract. Presumably that will 
be forthcoming in another two 
weeks. Then, Detroit will holler for 
steel and happy days will have re- 
turned again to Pittsburgh. 

Tight timetable. Undoubtedly, 
that’s exactly what will happen. But 
arithmetic shows that had_ better 
happen no later than two weeks from 
now and preferably even sooner. If 
it doesn’t, there are bound to be 
some very long faces in steel. 

Any projection you want to make 
about steel today starts from the as- 
sumption that the industry will turn 
out 100-million tons in 1961. That’s 
what the trade has averaged for 
more than a decade. Production 
short of that by more than a few 
thousand tons would be shocking. 

The trouble is that time is begin- 
ning to run out. If steel doesn’t get 
at the job just about right now, it 
will be a pretty difficult goal to 
reach. This week, for example, steel 
had to average 2,165,000 tons a week 
for the rest of the year to make it. 
That’s a 76% operating rate, better 
than three points above the year’s 
best. It isn’t difficult to accomplish— 
indeed, there will be quite a few 
weeks in the fourth quarter that will 
be nicely above that. 

But it’s a quarter of a million tons 
a week better than the trade is doing 
right now. So every week that passes 
with operations he of that level 
just raises the average tonnage that 
will be required each week to gen- 
erate 100-million tons this year. 
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Auto complications. And automo- 
tive orders are critical to this per- 
formance for several reasons: 

* Detroit is Pittsburgh’s biggest 
single customer. 

* The fourth quarter normally is 
Detroit’s biggest quarter. 

® Seasonal slowdowns are due, 
rather soon, in some of the most 
active non-automotive markets—no- 
tably tinplate and_ constructional 
steels. 

That's why Pittsburgh is getting 
so itchy about an end to Detroit's 
labor contract negotiations. And all 
the time, of course, it is assuming 
that there won't be an auto strike. 
If one came—and lasted more than 
just a few days—all bets would be 
off in the steel business and _ its 
fourth miserable year in a row would 
be assured. 

Pricing problem. A measure of 
steel’s distress over its pricing pros- 
pects is the comments it’s making. 
And its comments are significantly 
fewer—and less trenchant—than his- 
torically has been true so close to a 
substantial employment cost increase. 
This is the result of last winter's 
Roman holiday over the electrical 
manufacturing industry's antitrust 
cases. 

Steel’s price problem, of course, 
arises from the fact that an employ- 
ment cost boost of about 14¢—say, 
3.5%—takes effect Oct. 1. It will be 
the third cost increase in 21 months, 
and neither of the first two were off- 
set by price increases. 

Washington, of course, has sounded 
quite a few warnings against a price 
increase at this time. Frequently, in 
the last 90 days, various groups— 
including the President’s Council 
of Economic Advisers—have an- 
nounced investigations of steel’s need 
for any price relief. These warnings 
worry steelmen. 

Steel’s predicament. Even more 
worrisome is steel’s prospect of justi- 
fying any price increases in the face 
of a serious attack by government. 
Here’s why: 
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= It seems likely that third-quarter 
earnings will not be greatly below 
those of the second quarter. These 
weren't lush—but they weren't poor 
either. 

« For the fourth quarter, the incre- 
mental volume generated by a 100- 
million-ton year can't fail to raise 
steel earnings sharply. 

= So the industry's net in the fourth 
quarter undoubtedly will be higher 
than that either for the second or 
third quarters even if there is no 
price relief following the Oct. 1 cost 
increase. 

What that means is this: 

In the second quarter, the top 
eight producers showed net earnings 
of $155.5-million. Out of these, they 
paid $121-million in dividends and 
$27-million for debt retirement. That 
left what you might call disposable 
income for the quarter at $7.5-mil- 
lion. 

Assume they earn $180-million in 
the fourth quarter—which could be 
a little low if the trade really pro- 
duces 100-million tons this year. 
Deducting another $121-million for 
dividends and $27-million for debt 
retirement, plus the $20-million 
that figures to be the after-tax cost 
of 3.5% employment cost increase, 
leaves disposable income of $12- 
million. 

That’s still far from what the com- 
panies count on from earnings to 
help finance a program of $1-billion a 
year to modernize their facilities. But 
it’s 60% higher than their vastly im- 
proved second-quarter disposable in- 
come. So it would make a convenient 
argument for Washington to use 
against a price boost. 

Future trouble. This situation al- 
most certainly will lead to trouble 
for steel next summer. 

In the first and second quarters 
next year, steel’s disposable income 
will continue to increase because it 
will be producing eight or nine 
months’ requirements in six months 
as a hedge against a strike in July. 

But the third quarter of 1962— 
perhaps even the fourth—can only 
be poor because of either a steel 
strike or an order drought while cus- 
tomers work off that extra two to 
three months’ steel they laid away 
in anticipation of a strike. 

As a result, steel will be bargain- 
ing over still more employment cost 
increases just when its earnings will 
be the best in some years. These 
earnings will tend to magnify the 
settlement and to rule out a price 
boost when the new contract takes 
effect. 

At the same time, steel will be fac- 
ing three to six months of strike or 
slump that can’t fail to clobber earn- 
ings. 


BUSINESS WEEK August 19, 1961 


Exec 
peo] 


Sat 
for 
it hi 


Vete 
reac 
Sept 
Sep’ 
enti 
9 iss 
Post 


mag 
easy 
for 
are 

For 
“ble 


bee1 
spre 
lette 
Satu 
the 
be f 
desi 


and 
leist 


BUSI 








arter 
elow 
hese 
poor 


1cre- 
100- 


raise 


urth 
gher 
1 or 
; no 
cost 


61 








¥ 
f 


iS 





Executive Editor Fuoss: “Frankly, we were disappointed in the number of young 


people who read the old Post. We're gambling some readers won't like the new.” 


Post in the new garb 
aims at the young 


Saturday Evening Post turned to free-lance designers 
for complete revamping that took two years; 
it has staff—and admen, too—tossing up their hats 


Veteran Saturday Evening Post 
readers will hardly recognize the 
Sept. 16 issue, which goes on sale 
Sept. 12. That issue is the first of an 
entirely redesigned Post. The Sept. 
9 issue, printed this week, is the last 
Post of current design. 

Everything but the name of the 
magazine has been changed. New, 
easy-to-read type has been adopted 
for both advertising and text. There 
are more pictures and photographs. 
For the first time, photographs will 
“bleed”—run to the edge of the page. 

The cover of the magazine has 
been revamped also. The word Post 
spreads across the cover in large 
letters. Inside the O are the words 
Saturday Evening. On some covers, 
the lead article in the magazine will 
be featured; others will simply carry 
designs. 

“We are competing with television 
and many other things for people’s 
leisure time,” says Executive Editor 
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Robert Fuoss, a prime mover in 
bringing the new Post into existence. 
“So we wanted to produce a livelier, 
a great magazine.” 

Attracting new readers has never 
been too difficult for the Post. Last 
year it reached a record circulation 
of 6,302,000. But advertising reve- 
nues have been declining. For the 
first half of this year they were 29% 
below the first half of 1960. So, 
though Fuoss did not say so, the 
magazine obviously hopes its new 
look will help to sell advertising 
space. 

Two-year task. Fuoss, who suc- 
ceeds retiring Editor Ben Hibbs at 
the end of this year, and Art Editor 
Kenneth J. Stuart have put nearly 
two years into redesigning the Post. 

“After several false starts, we 
finally decided we had what we 
wanted last January,” Fuoss says. 
“We previously had one version all 
ready to send to the printer. Then 
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Lt | . 
Art Editor Stuart: “We are using Didot 
type for the logotype and title articles.” 


irmin 


“We found free-lance designers more in- 
terested in helping us than in the fee.” 





“The free-lance designers have brought 
to us fresh, imaginative ideas.” 
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we decided we did not like it, that 
it was not good enough.” 

After the choice came the tough 
job of building a staff to “dream up” 
the kind of stories and illustrations 
that should be used. Fuoss_ trans- 
ferred some people already working 
for the Post, hired others from other 
publications. 

Enthusiasm. The Post is now 
showing off its new magazine in a 
number of cities to advertisers and 
the press. So far, Fuoss says, adver- 
tisers and readers have been en- 
thusiastic. 

When the new format was un- 
veiled before 200 advertising men in 
New York this week, the presenta- 
tion was interrupted several times 
by applause. Luncheon table gossip 
after the showing was_ uniformly 
favorable. Post staffers bubbled with 
enthusiasm. And the closing. com- 


mercial was a hard-sell pitch, which. 


admen said was often lacking in pre- 
vious Post presentations. 

More than skin deep. Very little of 
the Post is staff-written; the maga- 
zine buys’ stories and articles from 
free-lanee writers. So it was natural 
that Fuoss and Stuart should turn 
for help to free-lance designers, peo- 
ple who had never before illustrated 
a Magazine. 

But the changes go deeper than 
design. A major objective is to appeal 
to young people. A new series of 
articles, People on the Way Up, will 
feature young people who have 
shown marked talent in sports, busi- 
ness, and other fields. ' 

A second new feature, Speaking 
Out, will be what Fuoss~ terms .a 
“forum for odd-balls to’ pop off.” 
Well-known people will be encour- 
aged to air their pet peeves. These 
articles are bound to be controversial, 
and the Post advertising staff is 
openly fearful of them. 

One article in each issue will be 
“designed,” with the free-lance de- 
signers having free play on its make- 
up, use of headlines, illustrations. 
Typical of what they will do: To 
illustrate a story of a hit-and-run 
incident, the designer took a picture 
of the victim lying in the street, cut 
it down to just the victim’s hand and 
arm, with a stream of blood on the 
arm. 

Politics to fiction. Fuoss also plans 
to change the traditional pro-Re- 
publican nature of the editorial 
column. 

The lavish use of white space and 
photographs forced the Post to cut 
its fiction articles from four to three 
and its serials from two to one per 
issue. Stories will not be continued 
to pages in the rear of the magazine, 
but will run complete over three or 
four pages. 
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Appraiser B. K. Smith inspects water color by Henry Moore. Other paintings shopclude | 


Once they were ads, 
now they are art 


Container Corp. of America discovers its 


paintings for famed ad series 


are really a valuable art collection 


For almost 25 years, Container 
Corp. of America has been commis- 
sioning paintings and sculpture to 
use in its soft-sell magazine advertis- 
ing. Once photographed, the original 
works of art went into company 
vaults or onto office walls for display 


—and nobody thought more about 
it. 

Recently, when the company 
moved its offices, its insurance de- 
partment insisted that an appraiser 
be brought in to look over the collec- 
tion (picture). To its surprise and de- 
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; shoprelude works by (top, left to right) Hazard Durfee, Moore, and Fernand Leger 


light, Container Corp. discovered it 
owned a valuable art collection. Its 
200 modern art works are now worth 
over $500,000—four times their 
original cost. 


|. Patron of the arts 


Container Corp. now owns the na- 
tion’s largest corporate collection, 
and it is one of the few companies 
that commission work instead of 
buying the finished product. Al- 
together, several hundred companies 
have been buying art in the last few 
years [BI Mar.2630,p30]. Unlike 
Container Corp., however, most of 
them have not used their paintings 
and sculpture in a direct selling job, 
but have simply displayed the art in 
offices and lobbies or loaned it out 
to museums. 

The company’s windfall profit 
comes mostly from works by artists 
whose fame has grown considerably 
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in recent years. The greatest increase 
in value showed up on four cubistic 
works by Fernand Leger. They were 
bought in the early 1940s for only 
$400 or $500 each and are now worth 
about $10,000 each. Since Leger is 
dead, the economics of scarcity will 
probably push the value up even 
more. Other works, bought for the 
same prices at about the same time, 
include paintings by such famous 
artists as Rufino Tamayo, Ben Shahn, 
and William de Kooning. 
Brainchild. Walter Paepcke, Con- 
tainer Corp.’s founder—he was chair- 
man when he died last year—began 
buying art for advertising in 1937. 
The first commissions went to the 
artists with instructions to illustrate 
such down-to-earth packaging fea- 
tu..es as durability and strength. But 
Paepcke soon switched to the soft 
sell. He commissioned a series of 
paintings based on the nations of the 
ma world and the states of the 


union. Wherever possible, the com- 
puny chose artists from the places 
represented. 

For the last 10 years, the company 
has run a series called “Great Ideas 
of Western Man.” Each painting 
illustrates a quotation by a famous 
man such as St. Thomas Aquinas, 
Goethe, Hegel, Thomas Jefferson, 
and Abraham Lincoln. Recently, the 
company has included a few Eastern 
thinkers, for example, Buddha and 
Lao-Tse. 


Ill. Business tool 


Though liking its role as patron of 
the arts, Container Corp. has always 
defended the program as an effective 
business tool. Ralph Eckerstrom, di- 
rector of design, advertising, and 
public relations, insists the com- 
pany’s fine art “image” helps it sell 
packaging design service, as well as 
materials such as corrugated boxes 
and molded plastic jars. 

Container Corp. claims that the 
ads enhance the company’s reputa- 
tion and so are a big help in opening 
markets overseas. Company recruit- 
ers also think the ads lure good job 
prospects. 

At times, however, the abstract ap- 
proach of the artists leads to prob- 
lems. Each month, when a new ad 
appears, the company’s salesmen 
get a copy of the artist's explanation 
of what his picture is supposed to 
represent. Thus armed, they can 
answer the questions of puzzled cus- 
tomers. 

Reproductions of the ads also en- 
joy a steady sale—66,000 portfolios 
of reprints have already been sold at 
$3 to $5 each. And the ads, with 
brand name intact, hang in custom- 
ers’ offices, schools, and several U.S. 
Information Agency libraries over- 
seas. 

Changes coming. However, there 
have been signs since the death of 
Paepcke that changes are coming. 
Last week when v5 batted and his 
art committee met in Aspen, Colo., 
to select next year’s artists, he re- 
vealed that the ads will run less fre- 
quently. And it’s likely that the art- 
ists will be working with quotations 
that are directly tied into some news 
event—the Berlin crisis, for example. 

There is also a growing feeling 
that new artists for the series are 
getting harder to find. 

“The contemporary artist doesn’t 
normally express anything but him- 
self,” Eckerstrom says. The commit- 
tee wants works that are related to 
a recognizable theme. If it can’t find 
enough first-rate artists to supply 
them, it will probably use more pho- 
tographs and print design ads in the 
future. 
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Inter-American parley in Uruguay pitted Douglas Dillon of U.S. (left) against Cuba’s Ernesto Guevara (right) 


Alliance for Progress backed: 


Latin America makes Its choice 


Nations attending inter-American conference at Punta del 
Este have declared their intention to carry 
out an orderly economic revolution, with major aid from U. S. 


The American republics this week 
issued a declaration at Punta del 
Este, a letter of intent to undertake 
an orderly social and economic revo- 
lution in Latin America. Coming 
from the inter-American ministerial 
meeting at the seaside resort in Punta 
del Este, Uruguay, the declaration is 
the charter of the Alliance for Prog- 
ress, Pres. Kennedy’s proposal for 
economic development in Latin 
America. 

The Alliance for Progress is a ma- 
jor element in the Administration’s 
policy of leading “preclusive revolu- 
tion” in underdeveloped countries 
[Bw Jul.15°61,p56]. It intends to pre- 
vent the spread of Cuba’s Fidelism 
in Latin America by encouraging a 
controlled revolution to accomplish 
the progress Fidelism promises with- 
out resorting to its Communist meth- 
ods. 

Treasury Secy. Douglas Dillon, 
heading the U. S. delegation, pledged 
that $20-billion in outside help 
would flow to Latin America over 
the next 10 years if Latin Americans 
make the necessary plans and re- 
forms to insure that such funds 
will contribute to economic and 
social progress. Dillon was quick to 
dispel any idea that he was there to 
preside over a giant pie-cutting oper- 
ation that would pour U.S. money 
into Latin American treasuries with- 
out a major effort in return. 
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The U.S. delegation appeared to 
be satisfied that the majority of Latin 
American nations are willing to en- 
gage in the self-help needed to make 
the plan succeed. 

Goals. The declaration of Punta 
del Este binds the Latin American 
signatories, with some outside help, 
to: 

« Mobilize social and financial re- 
sources to increase per capita income 
by 2.5% a year (the gain is now less 
than 1%) and spread this increased 
wealth more equitably. 

= Diversify their economies to de- 
crease dependence on one or two ex- 
port commodities and, at the same 
time, stabilize export earnings. 

« Increase agricultural production 
and distribution of food and transfer 
land from owners who do not work it 
to those who do. 

« Eliminate illiteracy by assuring 
a minimum of six years of primary 
schooling, provide higher BF ical kd 
to turn out trained people needed to 
carry forward the eat pro- 
gram, and improve public health 
facilities. 

Of the $20-billion in development 
capital expected to be available to 
Latin American nations over a 10- 
year period, about half will come 
from'the U.S. government. The rest 
is expected to come from U.S. pri- 
vate investment, public and private 
funds from Europe and Japan, and 


international agencies [BI Aug.12 
’61,p79]. 
Immediate aid. The U.S. govern- 


ment will allocate about $1-billion | 


immediately from this year’s con- 
tingency fund. The money will go to 
areas of greatest need and to short- 
term projects affecting the greatest 
number of people. The U.S. wants to 
show that it intends to do its part 
and to keep momentum going while 
waiting for Latin American nations 
to draw up long-range development 
plans. 

Another source of immediate help 
for Latin America will come from 
the Inter-American Development 
Bank (IADB). The bank’s president, 
Felipe Herrera, says IADB will in- 
vest $300-million in Latin American 
projects during 1961. 

At no time - Rate the conference, 
which opened Aug. 4, did its success 
appear in jeopardy. There were, 
however, a few flare-ups. 

One was the running fight between 
U.S. delegate Dillon and Cuba's 
Ernesto Guevara, Fidel Castro's 
right-hand man. Dillon promoted 
controlled revolution with skill and 
poise. Guevara, on the other hand, 
peddled Fidelism with flamboyance 
and wit. 

In an early plenary session, the 
Cuban attacked the U.S. in a 
vitriolic oration. But he failed to 
arouse enthusiastic support and be- 
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talks my language 


“Ray Dorr of American Mutual talks my language,” 
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came less obstructive. Throughout 
the meeting, U.S. delegates an- 
swered Cuban charges quietly or 
else ignored them. 

Major hassle. The biggest squab- 
ble that developed centered on a 
proposal to set up an independent 
seven-member team to examine and 
approve the development projects. 


Riding 
shotgun in 
the sky 


Airmen don’t like the idea 
of bullets flying, but 
guards are on some planes 


One of the most bizarre interludes 
in the history of commercial aviation, 
the great hijacking outbreak, is prob- 
ably coming to an end. 

If it is, the primary credit won't 
go to having armed guards riding 
“shotgun,” in a manner reminiscent 
of stagecoach days (cartoon), or 
erecting a porticullis between the 
cabin and cockpit. The most effective 
deterrent is the fact that would-be 
hijackers now have no place to go. 

No hope in Havana. To retain any 
hope of success, a hijacker must have 
a country within range of the fuel 
supply where he and the plane will 
be welcome. Cuba briefly appeared 
to fulfill this role. It doesn’t any more. 

This week, Castro permitted a 
crew from Eastern Air Lines to re- 
trieve a Lockheed Electra that was 
commandeered on July 24. On May 1, 
Castro had allowed the crew and 
passengers of a National Airlines 
Convair to return the same day that 
their plane was hijacked. The Pan 
American DC-8 that was diverted 
from a Mexico-to-Guatemala flight 
on Aug. 9 was not only allowed to 
return but the hijacker, Albert C. 
Cadon, was clapped in jail. 

Wild blue yonder. Even though hi- 
jacking is probably quietly dying, it 
had a noisy life. 

In many respects it is similar to the 
stagecoach holdups and train rob- 
beries of the wild West. But in the 
air, there are no forces of law and 
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Argentina, Brazil, Chile, Mexico, 
ahd Peru objected on the grounds 
that an independent body with no 
actual say in the allotment of funds 
would be a waste of time. The 
smaller countries, however, de- 
manded that a board be established 
to insure that they got a proportional 
share of the foreign aid available. 






The dispute was resolved by 
compromise providing for a panel t¢ 
which Latin American governments 
may or may not submit their plans, 
as they see fit. If it doesn’t choose to 
submit its plans, a government may 
go directly to IADB or any U.S. or 
international financial agency to ask 
for funds. 





























order to whom anyone can appeal, 
no rangers or cavalry regiment that 
can be summoned. In another sense, 
too, airplane hijacking is far more 
dangerous. Putting boulders on a 
trail or track was one thing; gunplay 
in a pressurized airplane at 30,000 
ft. is something entirely different. 
Bullets winging around a cabin 
could hit ham ad and conceivably 
cause the sudden decompression to 
explode the airplane. Such decom- 
pression even without explosion of 
the plane might still be fatal for pas- 
sengers with weak hearts. Misdi- 
rected or ricocheting bullets could 
wound or kill passengers or pilots. 
Riding shotgun. Everything else 
being equal, most airlines and the 
pilots themselves would prefer not 
to have guns on planes. But every- 
thing else is not equal. So the federal 
government has ordered border 
guards to ride some planes, in civil- 
ian clothes and with hidden weapons. 
Airlines are strengthening the 
doors between the passenger com- 
partment and flight deck, and keep- 
ing them locked. But it’s a matter of 
conjecture what good this will do if 
a hijacker should poke a gun in a 
passenger’s ear and threaten to shoot 
unless the door were unlocked. Car- 
riers are also arranging coded mes- 
sages that stewardesses could use 
secretly to alert the flight crew that 
a hijacker was aboard. 
Public outcry. In the beginning, 


hijacking was considered a political 
problem. Most people, able to visual- 
ize themselves on a plane being hi- 
jacked and to “feel” the resultin 
panic and helplessness, combin 
this with an already well-developed 
sense of frustration over Castro, 
There was talk of issuing an ultima- 
tum to Cuba, of marching in and get- 
ting Eastern’s Electra back. 

There is speculation that this sort 
of talk is precisely what Castro: 
wanted and that when it died down,’ 
he was willing to give the Electra 
back, providing he could save face 
by getting something in return. He 
is getting a Cuban patrol boat that 
refugees had stolen. 

Lunatic fringe. Whatever is going 
on in Castro’s mind, most people now 
treat hijacking not as a political prob- 
lem but rather as a problem of what 
Pres. Kennedy has called “the luna- 
tic fringe.” One airline executive said 
this week: 

“We aren't dealing with criminals 
who do this for pay; we're dealing 
with neurotics who want publicity 
and the sense of power they get from 
hijacking. The thing to do is not 
trigger such a person. Pulling an- 
other gun on him in the plane, buz- 
zing the plane with Air Force inter- 
ceptors, or putting the airliner 
through violent maneuvers to knock 
him off his feet may be exactly the 
things not to do with a mentally 
unbalanced person.” 
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In business 


GM to be asked in new subpoenas 
for inside data on its auto divisions 


The government moved a step closer to success in its 
antitrust effort to force General Motors Corp. to 
provide a federal grand jury in New York with financial 
data about its auto-making divisions. 

GM had objected, at a hearing before District Judge 
Frederick van Pelt Bryan, that Justice Dept.’s original 
subpoenas were too vague concerning the data to be 
submitted, Bryan quashed the subpoenas after Justice 
attorneys said they would rewrite them to spell out 
exactly what they are after; his three-page memo sug- 
gests that the changes would probably satisfy objections. 

The government wants profit and loss statements, 
financial reports, budget forecasts, capital appropria- 
tion requirements, and auto price studies from GM's 
five auto divisions, B-O-P Assembly Div., and Fisher 
Body Div. 


Cincinnati delivery truck and cab drivers 
join anti-Hoffa rush out of Teamsters union 


Revolt against James R. Hoffa’s leadership of the Team- 
sters is spreading in Cincinnati. 

Four Teamster locals were voting at midweek to 
confirm their leaders’ action to disaffiliate. They are the 
big Dairy Employees Union, the Funeral & Livery 
Chauffeurs & Helpers Union, the Soft Drink Drivers, 
and the Cab Drivers. It is rumored that the Laundry, 
Linen & Cleaning Drivers may be next. More than 4,000 
of the city’s 11,000 Teamster members are involved. 

The break with Hoffa was engineered by James T. 
Luken, president of Cincinnati's Joint Council of Team- 
sters and one of the few Teamsters in the country who 
has defied Hoffa and got away with it. 


Loan-finders indicted for fraud; 
investigators estimate 5,000 victims 


A federal grand jury in Denver this week indicted 12 
men for allegedly using the mails to defraud small 
businesses by offering help in obtaining loans for an 
advance fee and then producing only a negligible num- 
ber of loans. 

Those indicted are officers and salesmen of North 
American Associates, Inc., of Chicago, North American 
Associates West, Inc., of Denver, and North American 
Associates East, Inc., of New York City. 

The 43 counts in the indictment concern alleged ac- 
tivities in nine states surrounding the Denver office, 
but Justice Dept. investigators said the operation was 
nationwide. Dates from January, 1959, through last 
month are mentioned in the indictment. Investigators 
estimated that 5,000 businessmen were victimized to 
the tune of $2-million in fees. 
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Atty. Gen. Robert Kennedy said the defendants sent 
direct mail ads to motel, restaurant, and store operators 
and other small businessmen, offering to arrange loans 
that a businessman’s hometown lenders could not pro- 
vide. Queries led to a salesman’s call and a demand 
for an advance fee, which Kennedy said ranged from 
$200 to $3,000. 


TWA arranges $147-million loans 
to help pay for Boeing jets 


Trans World Airlines, Inc., this week arranged financing 
for the 26 Boeing jets it ordered after Hughes Tool 
Co.’s 78% of TWA stock had been trusteed and a new 
TWA board was elected. 

TWA agreed to put up $40-million of its own funds 
for the Boeings and to sell $147-million worth of equip- 
ment mortgage notes to undisclosed institutional in- 
vestors and banks. 

Earlier, at least one institution had backed away 
from lending TWA money because of threatened legal 
action by Hughes Tool. Hughes had ordered 17 Convair 
jets, presumably for leasing to TWA, which the airline 
says it does not want. 


Business briefs 


The Saturn rocket booster made a safe landing Tuesday 
near Cape Canaveral after its 2.200-mi. barge ride from 
Huntsville, Ala. [BM Aug.12’61,p26]. Designed even: 
tually for 25,000 mph., it averaged 9 mph. on its voyage 
to Florida. 


J. I. Case Co. announced closing of its farm tractor 
assembly lines at Rock Island, Ill., by Oct. 1 as part 
of a long-range consolidation for economy. About 100 
workers of a top employment of 1,000 will remain to 
build engines. Assembly of tractors moves to Racine, 
Wis. 


BI 





The Interior Dept. signed its first contract with a privat 
company for purchase of 15.4-billion cu. ft. of heliu 

over a 22-year span. The $209-million contract is wit 
Helex Co., a subsidiary of Northern Natural Gas Co 
of Omaha, which will build a plant at Bushton, Kan, 
to extract helium from natural gas at an annual rate of 
700-million cu. ft. The government hopes to build up 
a 52-billion-cu.-ft. stockpile [BM Mar.25’61,p38], and if 
is negotiating with three other companies. Helium, @ 
light, inert gas, has valuable new uses in space work, 
supersonic wind tunnels, and cryogenice. 





When Cunard Steam-Ship Co.’s Queen Mary sailed 
into New York harbor this week, it carried 20 slo 
machines. They were placed on board, in the words 
of an official, “strictly as an experiment for the passer- 
gers’ additional diversion.” Although the company w 
typically mum on how much its take had been, it con 
fessed there probably was some modest amount. 
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Political truce 
over Berlin 
begins to fray 


Swift Taft-Hartley 
injunction looms in 
an auto strike 


Senators ready 
to rap industry 
if steel prices rise 


Washington outlook Bit 


The political truce in Congress over the Berlin issue is showing signs of 
strain. That’s one reason the Administration would just as soon see Congress 
finish its business and go home. 

A clash this week between Senate Majority Leader Mike Mansfield and 
GOP leader Everett Dirksen was the first such outbreak since Pres. Kennedy 
went on the air three weeks ago to disclose his plans for a buildup of U.S. 
strength. 

Mansfield accuses Dirksen and other GOP leaders of playing politics with 
the Berlin crisis. 

Dirksen’s stand is that Republicans have refrained from saying anything 
that might weaken Kennedy’s bargaining power with Khrushchev. But he 
accuses Democratic leaders—particularly Mansfield and Sen. J. W. Fulbright 
—of talking too much about points that might be negotiated. Such Demo- 
cratic statements, Dirksen says, are at variance with Kennedy's own tough 
position, and are taken by Khrushchev as invitations to aggression. 

But a real partisan slugging match seems out of the question. 

The Dirksen statement—issued with the full backing of the GOP leader- 
ship in Congress—in effect says that Republicans are supporting the Presi- 
dent more loyally than are the Democrats. Republicans have taken care not 
to quarrel with Kennedy himself, and have not questioned his policy moves. 

Party leaders will go on roughing each other up. But there is not likely to 
be any partisan split over the essential point Kennedy is trying to get across 
to Khrushchev—that the U.S. will fight if necessary to maintain access to 
Berlin. 


The Administration is still hopeful there will be no auto strike. But earlier 
confidence on this score seems to be lessening as negotiations drag on with- 
out visible progress. 

At first, Kennedy’s labor advisers stressed all the reasons why there 
would be no strike. Now they're talking about what they'll do in case 
there is one. 

They assume the Administration will make an early request for a Taft- 
Hartley injunction if the auto plants are shut down. The appeal will be 
made on the grounds that the companies are all in defense work. 

Less than two weeks remain before the present contract runs out. 
UAW officials have indicated the union might work for a while without 
a contract, but not for an extended period. 


An attack against the steel industry is being prepared by a group of 
Democrats in the Senate, to be unleashed if a general price increase is put 
into effect this autumn. 

The group has been briefed by Otto Eckstein, the Harvard economist 
who specialized in steel in a study of prices conducted two years ago by 
the Joint Economic Committee of Congress. Eckstein told the senators 
that steel prices and a rise in productivity are sufficient to absorb the 
wage increase that becomes effective Oct. 1. 

Among the senators who met with Eckstein were liberals of the stamp 
of Joseph S. Clark of Pennsylvania, Paul H. Douglas of Illinois, Albert 
Gore of Tennessee, and John A. Carroll of Colorado. 
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Interest rate 
fight losing 
glamor in Congress 


Greenewalt carries 
the du Pont case 
to Robert Kennedy 


Central buying 
agency to touch 
off Pentagon storm 


Washington outlook continues 


As long as Eisenhower was President, a bloc of Democrats in Congress 
never ceased attacking high interest rates, and 4% for government securities 
was a favorite symbol. 

But almost a score of federal issues have been selling recently at prices 
to yield 4% or better with scarcely a word from former critics. 

Having a fellow Democrat in the White House makes some difference. 
But the chief reason for the silence is that low interest rates have lost 
their appeal, temporarily at least, as a political issue. 

The improvement in the economy and the still precarious balance-of- 
payments situation seem to have drained the fight of its glamor. The Fed- 
eral Reserve has not been taking any positive steps to tighten credit— 
but it did nothing to stop the rise to 4%, either, which its critics in Con- 
gress once would have demanded. 

Two committees of Congress dipped into money and credit matters 
this week with only a glimmer of the old easy money controversy. 

The Senate Banking Currency Committee approved the nomination of 
George W. Mitchell as a member of the Federal Reserve Board without 
even remembering to ask him about his personal financial holdings— 
usually a matter of routine. 

The Joint Economic Committee held hearings on the recent report of 
the commission on money and credit. Sen. Paul Douglas (D-IIl.), long 
a bitter critic of high interest rates and of Chmn. William McC. Martin of 
the Federal Reserve, suggested at one point that it would be “gracious” 
of Martin to resign. It was mildly put, and Martin did not even appear 
before the committee as a witness. 


Crawford H. Greenewalt, president of E. I. du Pont de Nemours & Co., met 
quietly this week with Atty. Gen. Robert F. Kennedy in Kennedy’s office. 
Neither Justice Dept. nor du Pont officials would say what the two talked 
about. But it’s clear Greenewalt is hoping to thaw the chilly reaction of the 
Justice Dept. to a bill pending in Congress to give du Pont stockholders tax 
relief (page 56). The forced distribution by du Pont of its General Motors 
stock will throw an estimated $1-billion tax liability on du Pont stockholders. 

Justice officials have said they can see no justification, in terms of antitrust 
enforcement, for giving du Pont shareholders any special treatment. The 
Treasury has been lukewarm, too. 

The Kennedy-Greenewalt visit was described as cordial, and Greenewalt 
left some material that Kennedy promised to examine. To give the relief 
bill much chance, Greenewalt needs Kennedy or someone of equal stature 
in his corner. 


A sweeping reorganization of Pentagon purchasing methods is expected 
soon. A new agency will be created to take over the buying of several billion 
dollars’ worth a year of commercial-type products such as industrial supplies, 
oil, medical goods, clothing, textiles, construction equipment, building mate- 
rials, and automotive supplies. Some electronic parts and components will 
be put in the new agency. Weapons will not be affected. 

The plan is Defense Secy. Robert S. McNamara’s latest move toward cen- 
tralized management of the Pentagon. It’s bound to stir up a storm in the 
Pentagon and in Congress, where the present purchasing agencies have 
strong support. ‘ 


Contents copyrighted under the general copyright on the Aug. 19, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Strike dilemma: 


Will U.S. 


share the cost? 


Whether the government pays $7.5-million 


bill from aircraft maker 


may affect future defense contracts 


Should the government be required 
to pay the costs of a labor dispute 
involving one of its defense con- 
tractors? 

One year ago last week, the Inter- 
national Assn. of Machinists con- 
ceded defeat and called off a 
bitter, three-month $10-million strike 
against a major defense contractor— 
United Aircraft Corp. This week. 
echoes of the strike were still rever- 
berating through Congress in a way 
that could have important repercus- 
sions for government contractors and 
their unions. 

The strike by Machinists Lodge 
1746 against United Aircraft’s Pratt 
& Whitney Div. in East Hartford, 
Conn., ended Aug. 9, 1960. At the 
start of 1961, Pratt & Whitney billed 
the U.S. Navy for $7.5-million as the 
government's share. 

Explosive issue. Navy officials 
must decide this month whether to 
pay the bill; what might have been 
a routine transaction has erupted 
into an explosive issue. 

In 400 pages of Defense Dept. 
regulations on letting government 
contracts, the subject of labor dis- 
putes is not brought up. The rules 
define allowable payments, such as 
a “cost . . . of a type generally rec- 
ognized as ordinary and necessary 
for the conduct of the contractor's 
business or the performance of the 
contract.” But they do not specify 
whether expenses from a strike, or 
resisting a strike, are allowable. 

As a result of the United Aircraft 
dispute, these regulations are now 
being reviewed. 

The Machinists raised the original 
protest against the transaction; the 
union charged that to refund the 
money asked by Pratt & Whitney 
would mean that U.S. taxpayers 
would pay for what the union called 
“strikebreaking activities” of the com- 
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pany. Machinists members returned 
to work on the company’s terms after 
the strike failed to halt production of 
airplane engines and parts at the 
East Hartford plant. 

House hearings. Subsequently, 
Rep. Frank Kowalski (D-Conn.) 
took up the Machinists case and the 
House Armed Services Committee 
held public hearings. During the 
hearings, | Comptroller General 
Joseph Campbell released a report 
on the Pratt & Whitney request for 
reimbursement. Campbell estimated 
total strike cost at $10 million. 

Although only the Pratt & Whit- 
ney Div. is involved in the test case, 
the Machinists also staged a walkout 
against United Aircraft’s Hamilton 
Standard Div. at Windsor Locks, 
Conn. At Kowalski’s request, the 
General Accounting Office is prepar- 
ing an additional report on the strike 
costs of that division. 

Actually, the extensive strike costs 
evolved from United Aircraft’s de- 
termination to keep the plants open 
during the walkout. The expenses 
resulted, according to GAO, from 
four factors: extra overtime, adver- 
tising to attract new employees, hir- 
ing and training these workers, and 
defective work performed by them. 

GAO accounting of the 1960 strike 
at Pratt & Whitney shows this: extra 
help-wanted advertising. $58,951; 
extra overtime work, $2,779,000; ex- 
tra training costs, $43,000. Although 
dollar figures were not used in the 
report breakdown, GAO reported 
production labor costs increased by 
88% while the increase in spoiled 
work came to 97%. 

Contracts involved. Along with 
many other defense producers, 
United Aircraft has fixed-price in- 
centive contracts. Under these, at 
the end of a calendar year any sav- 
ings or costs bevond the original 
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Machinists strike at Pratt & Whitney cost $10-million 


estimate in the contracts will be 
divided, with the contractor paying 
or receiving one-quarter of the new 
figure and the defense agency three- 
quarters. 

Thus, with the Pratt & Whitney 
bill $10-million higher than the 
original estimate, the government's 
share would be $7.5-million. 

Fixed-cost incentive contracts, on 
all government defense work, in 
1960 totaled more than $2.8-billion 
in more than 5,500 contracts. From 
July, 1960, until March, 1961, more 
than 3,000 fixed-cost incentives were 
let at a cost of $1.5-billion. 

New clause urged. The Armed 
Services Committee so far has not 
heeded Kowalski's request to con- 
sider legislation that would end fed- 
eral payments for strike expenses on 
defense contracts. However, the 
Connecticut congressman this week 
prepared a draft of a clause he will 
urge the Defense Dept. to place in 
its contracts. The clause would bar 
federal reimbursement for funds 
used to resist strikes. 

While this is the first test case 
involving government costs and 
strikes, union officials have made 
previous protests against the govern- 
ment’s paying defense contract costs 
for company spending in their rela- 
tions with labor unions. The AFL- 
CIO Metal Trades Dept. has charged 
that General Electric Co. was reim- 
bursed for “thousands and_thou- 
sands” of dollars used to resist union 
negotiators during contract talks 
earlier this year at the Hanford, 
Wash., atomic energy project. 

In any case, the first decision on 
the issue of government responsibil- 
ity may come from the Navy. Its 
contract with Pratt & Whitney pro- 
vides that negotiations for final set- 
tlement of the 1960 contract are to 
be held this month. End 
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RIEGELEASE 


Yoram e]-1-1 [ale pm ee] el 16: 
for 
stickiest adhesives 


That slick paper you peel from pressure- 
sensitive labels, tapes, and other “peel 
and stick” products is a most unusual 
paper. Choosing a paper that'll keep the 
stick sticky and still peel easily requires 
careful study. Both the adhesive and the 
paper have technical and chemical vari- 
ables, and processors using high cost ma- 
terials can’t afford to take chances with 
unproved release paper. 


For over 15 years, users of pressure sen- 
sitive adhesives have found the best an- 
swers at Riegel. We have many releasing 
papers... not only for adhesives, but also 
for casting films and foams, container 
liners, and various interleaving jobs. . . 
typical of our 600 papers now serving 
industry in products, in production, in 
packaging. 

The most universal releasing papers are 
named “Riegelease.” Our technical data 
folder is your best place to start. Write 
for it today. 





Riegel Paper Corporation 
P.O. Box 250, New York 16, N. Y. 


Please send samples and data on 
RIEGELEASE to: 


Mr 
Co. 
Address 
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Music makers sing 
the blues over money 


Labor dispute at Metropolitan Opera underscores financial 
plight of long-hair musicians and the orchestras 
they work for. Special subsidies may be an answer to dilemma 


A few days ago, Herman D. Kenin, 
president of the American Federa- 
‘tion of Musicians, said regretfully 
that “the musical performing arts 
can’t survive in today’s market 
place.” 

The warning was given before 
AFM’s contract talks with the Metro- 
politan Opera Assn. in New York 
had developed into the most serious 
crisis the Met has faced in recent 
years. Early this week, that crisis 
still threatened the Met’s 1961-62 
season, despite negotiations seeking 
to salvage it [BI Aug.12’61,p86]. 

The Metropolitan’s labor troubles 
sharply focused attention on the 
plight of serious music in this coun- 
try—and on the plight of the serious 
musicians, employed by opera com- 
panies, ballets, and symphonies ( pic- 
ture). 

Money problems. The musical or- 
ganizations have serious money prob- 
lems. The musicians, too, contend 
that they are facing financial trou- 
bles. They are caught in “an in- 
tolerable bread-and-butter squeeze” 
largely because of underemployment. 
Most say they work regularly for less 
than half of each year. 

The problems on both sides are the 
basis of a running conflict between 
unions demanding more money and 
enlarged benefits, and sponsors of 
serious music who are trying desper- 
ately to hold down deficits. 

AFM argues that this unhappy sit- 
uation means, inevitably, that there 
must be public assistance for the arts, 
through subsidies. Whether they like 
the idea or not, many sponsors of 
musical arts are coming to a similar 
conclusion. 

Orchestra deficits. Few opera 
companies, ballets, orchestras, or 
other organizations that provide seri- 
ous music can break even for a sea- 
son. They wind up their programs 
in the red (the Met last season was 
$840,000 in the hole) and have to 
worry about raising money. 

This is harder to do each year. 
Wealthy patrons can’t be counted on 
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to write generous checks to balance 
the books, as they once did. Deaths 
and taxes have taken big tolls in their 
ranks. Public solicitations haven't 
worked. Industrial donors and foun- 
dations haven't helped enough. 

According to one survey, only 
about eight major symphonies are 
sponsored by foundations, corpora- 
tions, or philanthropists. The others 
must survive pretty much hand-to- 
mouth. 

Musicians’ needs. The musicians 
AFM recognizes that union demands 
for more money and greater pension 
and hospitalization benefits create 
serious problems for those who must 
find the necessary financing for musi- 
cal organizations. But the union says 
that many musicians who are tops in 
their profession make less today than 
a truck driver or industrial worker 
does each year. 

The AFM wants “a complete reap- 
praisal of the serious musician’s posi- 
tion and status as an artist and of 
his financial prospects in today’s 
economy.” 

The labor dispute at the Met in- 
volved this demand. AFM is asking 
big enough weekly salaries during 
short seasons to give musicians a 
substantially higher annual income. 

Backers of major symphonies in 
several cities said last week that 
similar demands for “exorbitant” 
wage increases could kill serious 
music in their cities. They aren't ac- 
cepting—yet—AFM’s implicit pro- 
posals that sponsors of serious music 
join the union in seeking government 
subsidies as the way out of the finan- 
cial squeeze. 

AFM survey. During the Metro- 
politan Opera negotiations last week, 
a union spokesman complained that 
criticism of AFM’s demands over- 
looks these points: 

= Met musicians had an annual in- 
come last year of $7,600 from opera 
work—including their payments on 
opera records. Striking concrete 
drivers in New York City can expect 
more than that, over 12 months, at 
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an offered (and so far rejected) new 
rate of $3.75 an hour. 

= Most serious musicians em- 
ployed by the Met or other organiza- 
tions actually are paid for seasons of 
only 27 weeks or less, from late fall 
through early spring. The union con- 
tends they are seasonal workers with 
not much hope of off-season work in 
the field of serious music outside 
New York, Boston, and perhaps one 
or two other cities. 

« The musicians do not quality for 
most of the basic welfare program 
benefits included in labor agree- 
ments covering industrial workers 
who make more money per year. 

AFM cited a recent union-made 
survey to back its arguments. 

What they earn. AFM checked 
musicians employed by 26 major 
symphonies, which employ some 2,- 
300 artists. It eliminated 150 “second- 
ary orchestras” that give only a few 
concerts a year and employ musi- 
cians on a per concert basis, and 
others that pay on a weekly basis 
for seasons shorter than 20 weeks a 
year. 

According to the survey, some 500 
musicians in the “big five” orchestra 
cities—New York, Boston, Philadel- 
phia, Chicago, and Cleveland— 
averaged $167 a week in the 1960-61 
season. The other 1,800 in the major 
orchestra group averaged $98.20. 
The over-all average of the 2,300 
was $117 a week. 

Only nine of the orchestras offered 
regular season employment for 30 
weeks or more. The New York 
Philharmonic paid for the longest 
season, 38 weeks; seasons of 17 of 
the group ranged from 20 to 28 
weeks. 

Eleven of the 26 supplemented 
regular seasons with summer pro- 
grams averaging about 7% weeks, 
but with reduced pay and fewer 
musicians. 

AFM said the musicians in only 
12 of the 26 major symphonies are 
eligible for unemployment insurance 
in off-seasons. Only four of the 26 
provided hospitalization during the 
1960-61 season. Only 10 had pen- 
sions. 

According to AFM, the 2,300 musi- 
cians in the 26 top orchestras aver- 
aged less than $4,000 from their reg- 
ular employment during the year— 
including “a generous approximation 
for summer season employment and 
post-season tours.” 

Fewer finding jobs. According to 
Kenin, fewer musicians every year 
are able to earn their bread solely by 
musical performances or teaching. 
Livelihood through musical talents 
is becoming increasingly precarious, 
he says, because “canned” music 
(sound on films, long-playing rec- 
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Symphony orchestras across the country employ highly trained musicians who 
often have to take on outside work to carry them through off-season lull. 
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JOYS EXCLUSIVE T-BLOCK DESIGN INCREASES RING 
LIFE, CUTS DOWNTIME ON OIL-FREE COMPRESSORS” 


Joy’s exclusive T-Block design with its deep wear-section cuts the cost 
of oil-free air by increasing ring life, and drastically reducing expensive 
downtime for ring replacement on reciprocating compressors. Losses 
due to “blow-by” are eliminated, since a gapless configuration is main- 
tained throughout the life of the ring. The spring loaded T-Block keeps 
‘he carbon or Teflon ring firmly against the chrome-plated cylinder 
wall with exactly the right pressure at all times, resulting in even wear 
around the circumference of the ring. 

Other design and construction features of Joy Reciprocating Com- 
pressors which assure highest efficiency, and lowest maintenance cost 
include replaceable cylinder liners and crosshead guides, force-feed lu- 
brication, and easily accessible valves. For either oil-free or standard 
air service, you can get a money-saving Joy Reciprocating Compressor 
in capacities from 15 to 1250 hp. Joy can also furnish centrifugal or 
axial compressors up to 15,000 hp for larger volumes of oil-free air. 
Whatever your air or gas compression requirements, Joy can supply 
the right machine. For complete details on Joy Oil-Free Compressors, 
write for Bulletin 2548-56. 
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ords, and now tapes) has cut deeply 
into live music opportunities. 

AFM reports show only 35 of 537 
local radio and _ television stations 
outside New York, Chicago, and Los 
Angeles (network centers) em- 
ployed musicians in 1960. The mo- 
tion picture industry employed 303 
on a yearly contract basis in 1957, 
last year for which AFM has figures, 
and “perhaps 1,000” on casual, spo- 
radic schedules. 

Other performing opportunities 
are dropping, too. Fewer musicians 
are getting wedding, ball, and other 
engagements, once common in high 
society and lucrative for serious 
musicians. 

Part-time workers. Nevertheless, 
the union survey found that 70% of 
the orchestra members by “scroung- 
ing” still are able to rely on musical 
activities for their entire livelihood. 
Of those responding, 23% said they 
were able to supplement their in- 
come sufficiently by performances in 
addition to their regular symphony 
engagements, while 47% said they 
made ends meet by teaching and 
other work “related to music.” 

The remaining 30%, mostly out- 
side the “big five” cities, said they 
supplemented their income through 
part-time nonmusical work. 

They listed some 100 different non- 
musical jobs—including work as 
aerial surveyors, gardeners and park 
guides, language teachers (a popu- 
lar sideline), mental hospital thera- 
pists, bus and taxi drivers, a race 
track pari-mutuel official, a liquor 
store manager, and, Kenin reported, 
“one who confessed to the mysteri- 
ous vocation of ‘bottle selector’.” 

Too black a picture? Employers of 
“long-hair” musicians say the union 
is painting too black a picture. They 
agree that seasonal earnings of 
orchestra members from opera, bal- 
let, or symphony work may average 
what the union says it does. But they 
contend that most musicians do a 
lot better than AFM says they do. 

But, most of all, they say that even 
if the picture AFM paints is really a 
true one, there is little the orchestras 
can do to improve conditions; as 
things stand today, there isn’t the 
money for bigger music budgets. 

AFM’s answer is government sub- 
sidies. An AFM bill would provide 
$5.2-million on a matching basis for 
states that aid “qualified” musical 
organizations. AFM says this would 
be an “excessively modest” start to- 
ward repairing “the tottering foun- 
dations” of American musical cul- 
ture. 

AFM spokesmen deny that pres- 
sures on the Met are part of a cam- 
paign for the bill—but one conceded 
“this fuss might help everybody.” End 
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That welcome sound of an arriving elevator 
will be heard as much as 30.6% sooner in build- 
ings with new Westinghouse Selectomatic Mark 
IV elevators. How do we know? The Mark IV 
was tested in actual use... pitted against the 
most efficient elevator system available before 
Mark IV. In each case, Mark IV made substan- 
tial reductions in average waiting time. What 
turns the trick? Demand Reversal.. Once free, 
Mark IV elevators can reverse direction to go 
up or go down... from any floor to any floor. 
They never make unnecessary trips to the top or 
bottom of the building. They don’t operate on 
a timed dispatch cycle, as all previous multi-car 
systems have. New Mark IV elevators simply 
wait in-between the top and the bottom, avail- 


able to answer calls as they come. Result: no 
matter what the time of day or how heavy the 
traffic, you'll hear the ding sooner in a building 
with new Selectomatic Mark IV. The Mark IV 
is available for installation in 1962. Contact 
your Westinghouse representative for more 
information or write: Westinghouse Electric 
Corporation, Dept. WH98, Elevator Division, 
150 Pacific Avenue, Jersey City, New Jersey. 
You can be sure... ifit’s Westinghouse... 


Elevators by 
Westinghouse 








In labor 


Sheet Metal Workers joins in call 
to let Teamsters back into AFL-CIO 


The Sheet Metal Workers this month joined a number 
of other AFL-CIO unions in urging readmission of the 
International Brotherhood of Teamsters. SMW Pres. 
Edward F. Carlough said in a letter to the federation’s 
president, George Meany, that the Teamsters conven- 
tion “removed any and all possible barriers to a favor- 
able consideration of the reaffiliation.” 

At least four other AFL-CIO internationals also have 
gone on record in favor of the return of the IBT. The 
National Maritime Union, Amalgamated Meat Cutters 
& Butchers Workmen, United Textile Workers, and 
Upholsterers’ Internatonal Union want the Teamsters 
back in AFL-CIO. 

Two weeks ago, the powerful California Building & 
Construction Trades Council, representing half a million 
workers in seven craft unions, also petitioned AFL-CIO 
to readmit the truckers’ union led by James R. Hoffa. 

Although the growing support for the Teamsters’ 
return is still, apparently, by minority forces, it is caus- 
ing serious worries in AFL-CIO leadership ranks. 
Readmission is almost certain to be a critical issue at 
the federation’s biennial conventon this December. 
There’s talk of a showdown that could be a further 
threat to an already shaky House of Labor. 


Building trades wages rise in second quarter, 
but gain is less than in previous years 


Union hourly wages in the building trades rose an 
average 2.6% during the second quarter of 1961—or 
about 9.7¢ an hour to an average hourly wage of $3.81, 
according to the Bureau of Labor Statistics. 

BLS’ quarterly survey of wages of seven building 
trades in 100 key cities showed smaller rises in the sec- 
ond quarter of this year than in corresponding periods 
of the four prior years. 

Seven-tenths of the workers surveyed received raises, 
and at least half of those in six of the seven trades got 
increases ranging from 10¢ to 20¢. 

BLS reported an advance of 14.7¢ an hour between 
July 1, 1960, and July 3 of this year. 


Railroad employment at year’s peak, 
but still trailing year-ago 


Railroad employment climbed to a year’s peak of 851,- 
000 in July, a “normal” increase from a low of 824,000 
in March, according to the Railroad Retirement Board, 
which also administers the unemployment insurance 
program for the industry. 

The gradual climb in employment was “encouraging,” 
but the July peak was 79.000 under that in July, 1960, 
RRB noted. 
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The rise of railroad employment is expected to con- 
tinue, in part because of better economic conditions 
and in part because of recent Interstate Commerce 
Commission decisions on “piggyback” operations. 


College dean’s speechmaking constituted 
fatal overexertion, Colorado court rules 


A Colorado district judge ruled that the death of a pro- 
fessional man from “overexertion” is covered under 
workmen’s compensation laws after all. The judge re- 
versed the decision of the Colorado Industrial Commis- 
sion in the case of Denver University Law School Dean 
William Gordon Johnston [BI Dec.1760,p51], finding 
that the dean’s widow is entitled to the $11,961 award 
made originally by a commission examiner. 

The judge held that the extracurricular work Johnston 
did on the day he died—addressing a dinner meeting 
of a legal fraternity of which he was a director—con- 
stituted part of his duties as dean. In the light of his 
personal medical history, his heavy schedule of activi- 
ties amounted to overexertion, the judge said. 

The state compensation insurance fund will appeal 
the decision to the Colorado Supreme Court. 


Auto contract negotiations 
near showdown stage 


In every auto negotiations year since 1946, United Auto J 
Workers members have voted to strike Big Three com- 
panies. This is a routine tactic—one that has resulted in™ 
only two major strikes. With two weeks of bargaining 
talks remaining this year, UAW is again taking strike 
votes among its 500,000 Big Three workers. 

UAW’s executive board, claiming dissatisfaction with 
the progress of bargaining at the Big Three, instructed 
locals to take strike polls at General Motors Corp., Ford 
Motor Co., and Chrysler Corp. If two-thirds of the 
workers vote to strike, and if there is no Big Three 
settlement by Aug. 3l—contract expiration date—the | 
executive board then may authorize strikes. 

The board, however, refused a request by the union's 
American Motors Corp. bargaining team to order strike 
votes at AMC locals—indicating a conciliatory attitude 
toward AMC, which offered a profit-sharing plan. UAW 
Pres. Walter P. Reuther said that while the AMC plan 
“does not represent an acceptable offer, [it] does lay 
the basis for further discussion and review.” 

The showdown stage of bargaining will begin next 
week. Reuther, who has not attended sessions since the 
bargaining started in late June, will sit in at meetings 
next week. He may be at the AMC session Tuesday 
when UAW will reply to the profit-sharing proposal. 

Reuther, meanwhile, said another executive board 
meeting Aug. 29 will decide which Big Three company 
will be the strike target. This will be another pressure 
move to force concessions from the companies. 
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Your daily ne wspaper is a tribute to Air Express priority service 


/f tomorrow every syndicated cartoon, column and ad in which AIR EXPRESS played a part were missing 
from your morning paper, you’d know it instantly. The graphic arts, printing, publishing and advertising 
industries rank high among AIR EXPRESS users. Their engravers’ plates, photos and i/lustrations —even 
entire newspapers — get top priority on all 10,000 daily scheduled U.S. airlines flights — first on, first 


off, first there. And they get door-to-door pickup and de- 
livery, too, by a special 13,000-truck fleet— plus kid- glove . 

handling. And just one phone call arranges everything, at Al i EX, P ba ocd SS 
amazingly low cost. So always ... think AIR EXPRESS first! 


& CALL AIR EXPRESS DIVISION OF RE A EXPRESS ° GETS THERE FIRST VIA U. S. SCHEDULED AIRLINES 
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Issues sharpen 
in S&L tax fight 


At end of first round, neither side is clearly on top 
in debate over tax exemption for S&Ls and mutual 
savings banks. The big question is the effect on housing 


Tax exemption for savings and loan 
associations and mutual savings 
banks ‘appears safe for at least an- 
other year. At midweek, it seemed 
likely that the House Ways & Means 
Committee would pigeonhole a bill 
that would have boosted taxes as 
much as $550-million for S&Ls and 
mutual savings banks by 1966. 

But even if Ways & Means side- 
tracks the proposal now, the issue 
will crop up again next year. The 
Administration is preparing to sub- 
mit to Congress a package of pro- 
posals to close other so-called tax 
loopholes, and with the pressure for 
revenues to balance the budget, the 
federal income tax exemption of 
thrift institutions will be kept under 
attack. And it is conceivable that 
some tax formula will be approved 
by the time 1963 rolls around. 

Higher taxes for the thrift insti- 
tutions could have broad repercus- 
sions. For one thing, they would in- 
tensify the bitter competition for 
savings between the mutuals and the 
commercial banks. In addition, they 
would strike hard at some of the 
basic economic functions of the thrift 
institutions—to provide a place for 
the smal] saver and to provide a 
growing source of long-term funds 
for investment. 

Housing effect. A lot will depend 
on what the Treasury calls “housing 
considerations.” The Administration 
doesn’t want to do anything that 
would slow new housing. starts, 
which still aren’t behaving as well as 
had been expected with all the gov- 
ernment’s moves to ease credit. The 
thrift institutions in 1960 invested 
$7-billion of their $7.4-billion net 
increase in savings in home mort- 
gages. If preferential tax treatment 
were taken away, it could impair the 
flow of credit into housing. 

This argument was pressed hard 
by the thrift institutions at House 
Ways & Means hearings last week. 
All told, Chmn. Wilbur Mills (D- 
Ark.) and his committee members 
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spent two solid days batting ques- 
tions with 20 witnesses. For the thrift 
institutions, there were such spokes- 
men as Henry Bubb of the U.S. 
Savings & Loan League, Charles 
Wellman of the National League of 
Insured Savings Assns., and Edward 
P. Clark of the National Assn. of 
Mutual Savings Banks. 

Speaking for so-called “tax equal- 
ity” were such commercial bankers 
as Gaylord A. Freeman, Jr., of the 
Assn. of Reserve City Bankers, Reed 
H. Albig of the Independent Bankers 
Assn., and Charls E. Walker of the 
American Bankers Assn. 

Kennedy proposal. The _ issue 
seemed simple enough: Should Con- 
gress put into law Pres. Kennedy’s 
suggestion that the virtual tax ex- 
emption of the mutual thrift institu- 
tions be ended? 

Outright exemption for S&Ls and 
mutuals was repealed in 1951. In its 
place, a compromise formula allows 
S&Ls and mutuals to accumulate tax- 
free loss reserves up to 12% of de- 
posits or share accounts—as a pro- 
tection for depositors. (The present 
tax formula produces a loss reserve 
that’s equal to 24% of uninsured 
mortgages held by S&Ls; a Treasury 
proposal would cut this to about 
3%. ) 

Because the thrift institutions have 
attracted funds so rapidly, deposits 
and share accounts have risen faster 
than reserves. Thus, they have been 
able—partly by paying out high divi- 
dend rates—to keep their tax pay- 
ments at a minimum. Together, the 
thrift institutions paid out only about 
$7-million in federal income taxes 
last year, even though they had assets 
of some $112-billion. 

Commercial banks, on the other 
hand, legally can pay no more than 
3% for savings. And they claim the 
thrift institutions have an unfair ad- 
vantage in the savings race in being 
able to pay out 442%, in the case of 
most S&Ls, or 342%, as most mutual 
savings banks do. 





Dilion’s viery. This really is the key 
to the fight over tax equality, and the 
commercial bankers received an un- 
expected but welcome hand from 
Treasury Secy. Douglas Dillon. 

Dillon’s stand is clearly for making 
the thrift institutions pay. He be- 
lieves that the mutuals should be 
allowed a “bad debt” reserve roughly 
equivalent to what commercial banks 
are allowed. Commercial banks are 
“sagpibten three times their average 
oss experience for the worst 20 
consec:t've years beginning after 
1927. The average now amounts to 
2.4% of uninsured loans, and many 
banks have reserves up to their per- 
mitted ceiling (accumulated after 
taxes, not before). 

Dillon’s tax formula would work 
much the same way. But he would 
build the tax up gradually, calculat- 
ing that it would reach $134-million 
a year for the mutual savings banks 
by 1966, and $415-million a year for 
S&Ls. 

Warnings. Before Mills’ commit- 
tee, spokesmen for the thrift institu- 
tions kept emphasizing the possible 
damage to the housing industry. 
Again and again, they raised the 
threat of damage to the economy in 
tampering with institutions that since 
the war have supplied more than 
60% of the increase in mortgage 
debt. 

Bubb, for instance, estimated that 
S&L dividend rates would fall a full 
% of 1%. This, he said, means that 
the $9.5-billion increase in savings 
estimated for 1962 would turn out to 
be only $3.5-billion. Assuming that 
commercial banks increased their 
mortgage lending by $1-billion, he 
figured there would still be a $5-bil- 
lion loss to the mortgage market— 
which, in turn, would mean a loss of 
about 350,000 housing units. 

On the grounds of: tax equity, 
there wamae little question but what 
the commercial bankers had a good 
deal of support—chiefly from Re- 

ublican members of the committee, 

ut also from several Democrats. 
For this reason, Walker of ABA tried 
to show that an equitable tax 
wouldn't really have much impact on 
housing. Walker said dividend rates 
of S&Ls wouldn’t be much affected, 
nor would mortgage credit be signif- 
icantly reduced. He claimed that 
dividend rates of the mutual savings 
banks would drop less than 2/10*s 
of a point, and of S&Ls a bit more 
than 2/10ths. 

Such narrowing of the dividend 
gap would divert no more than $600- 
million to $1-billion in savings to 
commercial banks, Walker insisted 
—and about half of this would be 
lent for repair or modernization of 
residential real estate. End 
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UNI-WASH DUST COLLECTOR 
WITH SLUDGE CONVEYOR 
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UNI-WASH DOWN-DRAFT 
BENCH-TYPE 


from DeVilbiss are your answer if you have a problem 


involving process dust. This Uni-Wash wet-type unit washes, scrubs, and fogs contaminants from the air 


stream during processing. Other types remove vapors, corrosive fumes, chips, dirt, sticky mists. DeVilbiss can 


build complete systems to your specifications—or furnish standard units ready for bolting to your floor. 


FOR TOTAL SERVICE, CALL 


Talk to DeVilbiss about all your DeViLBISs 
process dust collection problems 


THE DeVILBISS COMPANY, Toledo 1, Ohio. Also Barrie, Ontario; London, England; Sao Paulo, Brazil. Branch offices in principal cities. 








Clark gas turbines, above, used as prime movers, provide 
continuous operation in the generation of electric power. 
Utilities rely on Pacific's feed pumps, below, to force 
water into boilers for steam generation of electricity. 


POWER 
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Dresser-Ideco fabricated structure, 
above, is used in distribution of 
electricity. Double penstock, left, 
is connected by Dresser couplings. 


-Another Growing Industry Served by Dresser 


In the electric power industry — so vital to our lives — 
Dresser equipment has many applications. Hydroelec- 
tric plants receive water for power generation through 
giant penstocks joined by Dresser couplings. In nuclear 
or thermal generation of electricity, Pacific pumps sup- 
ply boilers with large volumes of water at high pressure 
and high temperatures. Blowers made by Roots are 
used to remove gas vapors and air from lubricating 
oil tanks. Clark gas turbines serve as prime movers 


Clark Bros.—gas turbines, engines, compressors 
Dresser-ldeco— electric power substation structures 
Dresser Manufacturing— couplings and fittings 
Pacific Pumps—boiler feed pumps 


Roots-Connersville—rotary positive and centrifugal blowers 


for generators, and Clark compressors furnish air for 
soot blowing. Dresser-Ideco designs and builds electric 
power substation structures. 

Dresser Industries has long been a leader in supply- 
ing equipment and services to the world-wide power 
industry. While retaining this leadership, the fourteen 
companies that make up the Dresser team serve other 
growing industries — oil, gas, chemical, electronics, and 
defense — with specialized yet diversified capabilities. 







STRIES, INC. 


ELECTRONIC 
EQUIPMENT AND | CHEMICAL 


TECHNICAL SERVICES | INDUSTRIAL 
GAS+ Ol 


REPUBLIC BANK BUILDING, DALLAS, TEXAS 


WHATEVER YOUR INDUSTRY, LET THE DRESSER TEAM SERVE YOU 
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A Money & Credit proposal that goes too far 





CSE 


This week, the first round of what promises to be a 
series of hearings on the report made by the Commission 
on Money & Credit [Bi Jun.17’61,p114] began before 
the Joint Economic Committee of Congress. At this 
stage, the Administration and the Federal Reserve are 
not taking part. But when, and if, Congress gets down 
to the heart of the matter, the officials concerned will 
certainly get into the act. 

Two major proposals. Both the Administration and 
the Fed are vitally interested in two of the CMC’s sug- 
gestions: one calling for a closer relationship and greater 
coordination between them, the other recommending 
some changes in the structure of the Fed itself, to give 
the board in Washington full control over the weapons 
of monetary management 

The CMC does not spell out its plan for achieving 
greater coordination. But it suggests that the chairman- 
ship of the Fed coincide with the term of the President. 
Thus, the chief executive would have freedom to choose 
his own money manager. Some Fed supporters say this 
would rob the central bank of its independence, but the 
present chairman, William McC. Martin, has in the past 
testified in favor of “coterminous” terms. 

Certainly, this recommendation should be examined. 
The Fed should have freedom to conduct its policy 
independently. But by the same token the Administra- 
tion, which is responsible for over-all economic policy 
and is answerable to the public in the voting booths, 
must have some measure of cooperation from the 
Fed. 

Five-man board. The CMC is much more explicit in 
its proposals for reorganizing the Fed itself. It recom- 
mends that a five-man board, reduced from the present 
seven, be given control over the weapons of monetary 
policy—reserve requirements, the discount rate, and 
open market operations 

At present, different groups have control over these 
weapons. The board has the sole power to change 
reserve requirements of the member banks; directors of 
the 12 regional Fed banks recommend changes in the 
discount rate, which must then be approved by the 
board; and the 12-man Open Market Committee, com- 
posed of the seven governors and five presidents of the 
regional Feds (chosen on a rotating basis), directs open 
market policy. 

There would be a good deal of sense in vesting 
control of these weapons in a single, unified group of 
money managers. Indeed, the Fed is moving in that 
direction. The Open Market Committee discusses over- 
all strategy although it controls only one weapon. 

Going too far? The CMC seems to be ignoring this 
evolutionary trend by suggesting that the board be 
given complete power. In doing so, it is discarding the 
regional character of the Federal Reserve System in 
favor of a more centralized central bank. Such action 
would make regional Fed banks little more than ad- 
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ministrative appendages of the board in Washington. 

The desire to centralize may be part and parcel of 
the era in which we are living, or it may be an attempt 
to insure the independence of the Fed by strengthening 
its base. But the freedom of carrying out its policy 
independently would be best preserved by strengthen- 
ing the present system, namely by centering power in 
the Open Market Committee. 

Needs delicate touch. It should be recognized that 
monetary management is no push-button operation. 
Central banking is still more an art than a science, and 
its success depends on a mixture of the proper in- 
gredients—intelligence, experience, and “feel.” There 
is little doubt that these ingredents are more likely 
to be found among the men who serve in regional banks 
than in a cloistered group in Washington. 

In fact, the development of American central banking 
over the past decade owes a great deal to the regional 
banks. They have built up excellent research staffs, 
which not only keep abreast of regional developments 
but think of the economy as a whole. 

At the grass roots. The regional banks also have been 
using their boards of directors, made up of prominent 
businessmen and bankers, to gain information and 
advice about business trends. 

And there has been an upgrading of executives within 
the banks. Most of the presidents are genuine central 
bankers who make a contribution to the formation of 
monetary policy. 

This has always been true of the New York Fed, 
whose power at times has rivaled that of the board in 
Washington. This is partly because the New York bank, 
situated in the heart of Wall Street, has a “feel” of the 
money market that only proximity affords. 

Choking the branches. The CMC takes no account 
of the role that feel and experience play in central bank- 
ing. The decision-making process would suffer if the 
12 regional banks were shut out. 

Indeed, the CMC’s plan has an authoritarian tinge. 
Placing all power in the hands of the board in Wash- 
ington would mean a withering away of the 12 banks. 
For if the executives and research men at the regional 
level were deprived of an opportunity to influence 
policy directly, there is no doubt that the quality of the 
personnel would deteriorate. 

At the same time, the position of the board in Wash- 
ington might also suffer. It might become an ivory tower 
—out of touch with both economic and political reali- 
ties. Under these circumstances, greater cooperation 
between the Fed and the White House might not 
prevent costly mistakes in monetary policy. 

The CMC is right in stressing the need for coordina- 
tion. But this is better served by putting control in the 
Open Market Committee, which has demonstrated that 
it can operate effectively, than in a board isolated in 
Washington. 
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In finance 


Du Pont backs plan to ease tax impact 
in forced divestiture of GM shares 


In a letter to shareholders this week, E. I. du Pont de 
Nemours & Co. suggested that Congressional hearings 
may be held soon on legislation aimed at easing the tax 
burden on du Pont stockholders in a divestiture of 
63-million shares of General Motors stock. Chances for 
passage of tax-relief legislation have been rated slim, 
and no date has been set for such a hearing. But indica- 
tions now are that the House Ways & Means Committee 
may hold one next week. 

Crawford H. Greenewalt, du Pont president, said the 
company would support a proposal that distribution of 
GM shares to du Pont stockholders be treated as a 
return of capital. Under present law, such a distribution 
would be treated as ordinary income. Greenewalt said 
that under the return-of-capital treatment, an estimated 
$350-million in taxes would be paid by du Pont share- 
holders, including Christiana Securities Co., which 
owns 29% of du Pont’s common. Otherwise, warned 
Greenewalt, the tax bill would amount to more than 
$1-billion. 

Du Pont also said it looked with favor on the idea 
of distributing GM shares to its stockholders in lieu of 
cash as a portion of du Pont’s dividends. Many Wall 
Street men believe this distribution would have little 
impact on du Pont’s stock; stock slated for du Pont 
family holdings could be sold in secondary offerings. 

Greenewalt, however, shied away from one phase of 
the proposed legislation—how to treat GM shares that 
would be distributed to Christiana Securities. Under the 
plan, a distribution to corporate stockholders would be 
taxed on the basis of market value of GM shares rather 
than what the stock cost du Pont. This would mean a 
slightly increased tax bill for corporate stockholders. 
But it’s doubtful that the Justice Dept.—which wants to 
sever all ties between GM and Christiana—would be 
appeased by that. There is some talk that Christiana 
might be merged into du Pont, which might make a dis- 
tribution easier. But Justice probably would still press 
Christiana holders to shed their stock. 





Dallas companies show how hard it is 
for defense contractors to build profits 


Despite the Berlin buildup in arms spending, defense 
manufacturers will be hard pressed to show improved 
earnings for 1961. The situation in Dallas, where three 
big defense companies reported first-half results this 
week, reflects conditions in other areas. 

Texas Instruments, Inc., recorded a sales gain to 
$119.8-million, compared with $116-million a year ago. 
But earnings declined to $6.4-million from $7.9-million 
in 1960. 

Ling-Temco Electronics, Inc., reported profits of 
$800,000 on sales of $70.8-million for the first half, com- 
pared with $1.4-million on $76.1-million sales last year. 
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Chance Vought Corp., which will merge with Ling 
Temco at the end of August, chalked up a first-half net 
of $1.5-million on $91.3-million sales, compared with last 
year’s $1.6-million net on $114.9-million sales. 


O. Roy Chalk loses New York round 
in battle of transit lords 


Harry Weinberg, a gruff-speaking bus operator out of 
Scranton, and O. Roy Chalk, the dapper transit lord of 
Washington, D.C., have one thing in common: They 
have a passion for collecting transit systems, and each 
wants to be considered top dog. This week, it appeared 
that Weinberg had gained the upper hand—if only 
momentarily. 

Their current field of battle is New York’s Fifth 
Avenue Coach Lines, Inc. [Bil Jul.8’61,p56]. Chalk’s 
offer to buy a large interest in Fifth Avenue Coach 
expired this week without action by the company’s 
directors. They said they hadn’t time to study Chalk’s 
proposal. Chalk had offered to buy Fifth Avenue 
Coach’s 68% interest in the voting stock of Gray Line 
Motor Tours, Inc., at “book value.” In addition, he 
offered $25 each for Fifth Avenue shares held by Gray 
Line. 

This leaves Fifth Avenue Coach wide open for Wein- 
berg maneuvers. Weinberg started buying stock in it 
a year ago. Since then he has added some powerful 
allies—including attorney Roy M. Cohn and Jerry 
Finkelstein, a former politician-publicist with a hand 
in many pies. 

Weinberg challenges Fifth Avenue Coach manage- 
ment as inept at best, and contends he can turn the 
New York bus company into a very profitable venture. 

Management was able to report a modest second- 
quarter profit; the first six months, though, were in 
the red. It’s confident the full year will be profitable. 
But Weinberg and his group will be tough to beat. 


Finance briefs 


General Dynamics Corp., which has been operating in 
the red largely because of losses incurred in the jet 
transport field [Bill Aug.12’61,p28], is getting $200- 
million in a two-year revolving credit line from a group 
of 20 banks headed by New York’s Chase Manhattan. 
It has a long-term loan of $135-million from the Pru- 
dential Insurance Co., but the new line will not increase 
its indebtedness, because it is already borrowing from 


the banks. 


As expected, Republic Corp., lately diversifying fast 
out of the movie business, plans to merge with America 
Corp., a holding company that bought 265,000 shares 
of Republic a few months ago [BI Jun.1061,p77]. The 
plan, to be submitted to shareholders in about two 
months, calls for one share of Republic (trading at $14) 
for each three shares of America (trading at $4.12). 
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Solid state 


of things 


to come 


Incredibly reliable solid state 
devices may soon perform many 
complex operations that now 
require gears, contacts and tubes. 
Products of Mallory’s advanced 
research in solid state circuitry, 
they have no moving parts to wear 
out ... are almost infinitely versa- 
tile... and last virtually forever. 
Examples: A solid state timer that 
can control a home laundry cycle 
more reliably than ever before. 
A solid state switch that transfers 
control to a missile as it cuts loose 
from a supersonic bomber. In the 
new science of solid state circuitry, 
look to Mallory for progress. 


MALLORY imagination at work in electronics and metallurgy 





New idea in remote control 


Change TV channels from an easy chair, 
or call key men in your plant—with 
improved remote control devices using 
Mallory resonant reed relays. 





Signal from an icy sea 

Afloat and vigilant, Sonobuoys powered 
by Mallory Mercury Batteries detect 
approaching submarines, send radio warn- 
ing signals. 


Mallory serves the aircraft, auto- 
motive, electrical equipment, 
appliance, military, industrial and 
entertainment electronics indus- 
tries. P. R. Mallory & Co. Ince., 
Indianapolis 6, Indiana. 
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Fire struck at night in this unsprinklered 
department store. By the time firemen arrived, 
the blaze was out of control. Lost: $1,000,000! 


Proof that Grinnell 
sprinklers can protect your 
building against 
huge fire loss 





Grinnell Sprinklers quickly put out a week-end 
fire in the basement of J. C. Penney Company, 
Sacramento, California. Saved: a $3,500,000 
store! Grinnell Sprinklers save insurance dol- 
lars, too. Complete Grinnell systems prefab- 
ricated — then installed by expert crews. 
Grinnell Company, Providence 1, Rhode Island, 
Contracting offices in principal cities. 


GRINNELL 


AUTOMATIC SPRINKLER FIRE 
PROTECTION SINCE 1878 
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Boom levels out 
in German chemicals 


U. S. and West European companies are horning in on 
West Germany’s markets. Companies such as 
Hoechst are shifting now to petrochemicals as one answer 


For the managers of West Ger- 
many’s chemical industry, the era of 
headspinning economic growth has 
come to a halt. 

U.S. and West European com- 
panies are eating into West Ger- 
many’s domestic and foreign markets. 
At home, the industry's traditional 
reliance on coal has flared up criti- 
cally in an age of petroleum and 
natural gas processing. 

Now West German chemical ex- 
ecutives are moving to meet these 
challenges with the same determina- 
tion they applied after World War II 
when they rebuilt a bombed-out, dis- 
mantled industry into today’s $6-bil- 
lion-a-year titan. Among them is Karl 
Winnacker (right), president of Farb- 
werke Hoechst AG, who has led 
Hoechst into second place in the 
West German industry by pushing 
sales from $180-million in 1952 to 
$675-million last year. 

Action overdue. Winnacker, like 
other company presidents, antici- 
pated today’s troubles but could do 
little about them in the crash pro- 
gram to rehabilitate the industry and 
expand it in the 1950s. Recent sta- 
tistics, however, show the time for 
action is overdue. 

After a decade of spectacular re- 
covery in which industry sales quin- 
tupled, this year’s volume is expected 
to increase a bare 6%. Exports—a 
third of the industry’s sales—are up 
no more than 6%, after a 14% gain 
last year. In the meantime, chemical 
imports from the U.S. were up 40% 
last year (to over $200-million ); total 
imports rose 32%—to $700-million. 

Measures. Despite a__ profit 
squeeze, due mainly to lower chemi- 
cal prices and higher labor costs, 
Winnacker is confident that West 
German chemicals will do well, al- 
though profits in the future will be 
moderate compared with the old 
boom days. 

For one thing, Winnacker is 
quickly converting Hoechst to an oil 
base from coal. As coal has risen in 


price and demand has grown for 
products more easily processed from 
petroleum and natural gas, Winn- 
acker’s solution has been the indus- 
try pattern. 

In just a few months, Caltex Oil 
will start building a $50-million re- 
finery on land sublet from Hoechst, 
just down the Main River from the 
West German company’s largest 
manufacturing site. Winnacker lured 
Caltex there with a long-term pur- 
chasing contract and—according to 
some industry officialsk—an offer to 
chip in on financing. in ‘954, 
Hoechst had no petrochemical op- 
eration worth mentioning. Today, 
petrochemical products account for 
nearly 25% of Hoechst’s sales and 
for more than half of West Ger- 
many's organic chemical production. 
(West Germany's petrochemical in- 
dustry is booming, with sales exceed- 
ing $1-billion. ) 

New partners. Although his com- 
pany has been relatively laggard in 
tying up with overseas partners, 
Winnacker has sales outlets in 68 
nations and a number of small spe- 
cialty manufacturing companies out- 
side West Germany. In the U.S., for 
example, Hoechst has its own 
sales subsidiary (Hoechst Chemical 
Corp.) in New York, and owns 60% 
of Azoplate Corp., a specialty dye 
maker. Hoechst recently bought 
Lloyd Bros., Inc., a pharmaceutical 
finisher. 

Other West German companies 
have gone even further. Farbenfab- 
riken Bayer AG has tied up in the 
U.S. with Monsanto Chemical Co. 
in Mobay Chemical; and Badische 
Anilin und Soda-Fabrik AG (BASF) 
with Dow Chemical Co. in Dow- 
Badische. 

Mixed luck. When the Allies in 
1952 broke up the old I.G. Farben 
chemical empire into five groups, 
the Hoechst group—then the small- 
est of the Big Three—was _ tech- 
nologically the most outmoded. 
Bayer and BASF holdings had been 
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assigned during the war to advance 
chemical research; Hoechst com- 
panies had just continued to grind 
out basic chemicals. 

Winnackers luck was mixed. 
While BASF had about 90% of its 
plant wiped out during the war and 
Bayer 60%, Hoechst plant sustained 
very little bomb damage. Set up as 
something of a holding company. 
Hoechst was assigned by U.S. 
authorities a number of companies as 
100% subsidiaries (among them: 
Knapsack-Griesheim, a heavy chemi- 
cal and electrochemical producer: 
Kalle, a diversified chemical maker. 
and Behringwerke, a pharmaceutical 
manufacturer). Hoechst also re- 
ceived major holdings in Friedrich 
Uhde, an engineering firm, and in 
such important ex-Farben affiliates 
as Wacker-Chemie GmbH and Duis- 
burger Kupferhuette. 

With equipment intact, Win- 
nacker had fewer worries about 
scraping together funds for rebuild- 
ing his plants. Demand was insatia- 
ble in West Germany and elsewhere 
in Europe; Hoechst could sell any- 
thing it made. To help finance expan- 
sion, Winnacker issued stock, got 
credit from West German banks, ex- 
ploited the government's rapid write- 
off allowance to the point where he 
financed as much as 60% to 80% out 
of depreciation in some years. Be- 
tween 1952 and 1959, Hoechst in- 
vested nearly $380-million in new 
plant and equipment. The annual 
figure jumped 66% last year to $105- 
million, where it is expected to re- 
main for the next few years. 

Catching up. Despite its policy of 
plowing 4% to 5% of sales into re- 
search, the company has not caught 
up with leading competitors in 
original research. To keep from fall- 
ing too far behind, Winnacker li- 
censed Karl Ziegler’s low-pressure 
polyethylene process, teamed with 
Celanese Corp. of America in 
Bobina Faser Werke to manufacture 
that company’s acrylic-type synthetic 
fiber. 

After a big sales push last year, 
Winnacker posted a 22% gain to pull 
Hoechst into second place among 
the country’s chemical makers, ahead 
of BASF’s $650-million and not far 
behind Bayer’s $700-million. 

Stiffer competition. This kind of 
growth, Winnacker says, has come 
to an end for Hoechst and for the 
rest of the industry. What lies ahead 
are moderate gains with steadily 
stiffening competition from foreign 
producers, especially U.S. and Brit- 
ish, in the West German industry's 
domestic and export markets. 

With the European Economic 
Community and the European Free 
Trade Assn. heading for a merger 
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Karl Winnacker, a former plant manager, was picked by U.S. authorities in 1952 
to run Farbwerke Hoechst—a part of the old I. G. Farben chemical empire. 
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[Bil Aug.12’61,p56], West Germ: 
chemical manufacturers anticipate 
more short-term troubles with for- 
eign competition—although — they 
welcome the move for the long run. 

Winnacker and other German 
chemical executives have often ac- 
cused U.S. chemical makers of 
dumping goods at unrealistically low 
prices on world markets. Now, how- 
ever, they have something more to 
worry about. The American chemi- 
cal industry is becoming conscious of 
foreign markets. In addition to step- 
ping up exports to West Germany 
40% last year, U.S. chemical com- 
panies in the past three years have 
invested about $170-million in West 
Europe. 

Meantime, other West European 
companies—British, French, and 
Italian, in particular—are pushing 
into export markets. And traditional 
importing nations such as Austria 
and the Scandinavian countries are 
now getting into chemicals. So are 
many underdeveloped countries. 

Profit squeeze. Domestic troubles, 
too, are clouding the horizon. While 
the West German shift from coal to 
oil answers some problems, it is no 
panacea. West Germany's acute 
labor shortage is driving up wages 
on a major scale for the first time 
since the war. More important, the 
labor shortage discourages large- 
scale expansion at a time when large 
mass-production capacities are nec- 
essary for efficiency and profits. 

With the switch to oil, however, 
the chemical industry has some relief 
ahead in its labor problem. Petro- 
chemical plants can be highly auto- 
mated. Then, too, Hoechst has im- 
ported nearly 1,300 workmen to 
supplement its 50,000-man work 
force. Since this approach has 
drawbacks in language barriers and 
other assimilation problems, some 
companies are turning to the idea of 
expanding not in Germany but in 
areas where labor is more plentiful. 
Bayer, for example, decided to build 
a major chemical complex at Ant- 
werp primarily for this reason. 

Complicating the industry's 
squeeze on profits has been Bonn’s 
recent revaluation of the D-mark by 
5%—making chemical exports more 
expensive on world markets without 
increasing real revenue. 

Tentacles. As the chemical indus- 
try has grown, it also has shown a 
tendency to recombine, with the Big 
Three buying holdings in smaller 
companies. But none of the Big 
Three is nearly so big as I. G. Farben 
at its prime. It seems unlikely that 
there will be anything like an 
I.G. Farben-type recombination— 
the postwar companies feel this 
might reduce their flexibility. End 


BUSINESS WEEK August 19, 1961 





ym 


hi 
n: 
nm 
on 


mt 
pate 
for- 
they 
run, 
man 
ac- 
of 
low 
ow- 
> to 
*mi- 
s of 
tep- 
any 
om- 
ave 
Jest 


ean 
and 
ing 
mal 
tria 
are 
are 


les, 
rile 
| to 

no 
ute 
ges 
me 
the 
ge- 
rge 
ec- 


er, 
lief 
ro- 
to- 
m- 


Lis 


61 





Hodges bids for bigger foreign role 


Secretary shakes up Commerce Dept., builds up its 
internationa! agencies, to give it a stronger voice 
in the Administration in deciding foreign economic policies 


Secy. of Commerce Luther H. 
Hodges is shaking up his department 
to give it more weight in the Ad- 
ministration—especially when deci- 
sions are made on foreign economic 
issues and policies. 

In his first few months in office, 
Hodges has discovered that in work- 
ing out Administration policy on 
such matters as tariffs, foreign trade, 
and overseas investment, Commerce 
hasn't got the savvy or manpower to 
hold its own against the powerful 
State and Treasury Depts. 

So he’s out to change that. Hodges 
wants to “put the department back 
where it belongs in the echelons of 
government and in the esteem of the 
international business community.” 
With foreign economic issues play- 
ing a big role in the U.S. economy, 
and U.S. business moving abroad 
faster than ever, he wants to give 
Commerce a bigger voice in boosting 
U.S. business opportunities abroad, 
expanding exports, and attracting 
foreign capital to the U.S. 

Skeptics. Businessmen who have 
dealt with Commerce over the years 
are frankly skeptical. So are old 
hands in other government agencies. 

The reason is plain: While other 
secretaries of commerce have talked 
the same way, virtually no secretary 
since Herbert Hoover has really 
cared enough about the place to try 
to give it a real buildup. Those who 
have tried to make any changes have 
rarely made much of a dent. 

On top of that, what Hodges has 
in mind is something few other secre- 
taries of commerce have even 
thought of. Most have been satisfied 
to be “special pleaders” for business, 
as the secretary of agriculture is for 
farmers. Hodges thinks he can make 
ot his department something much 
broader—a real force in the foreign 
economic field. 

First round. Despite a rocky start 
in general as Commerce Secretary, 
Hodges seems to be winning at least 
the first round in this battle: 

# He is multiplying the number of 
high-level officials working on inter- 
national problems by creating two 
new international bureaus where 
only one—the Bureau of Foreign 
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Commerce—had _ existed _ before. 

# He has money from Congress to 
take on more than 100 new staffers 
on the international side. The Com- 
merce budget for its international 
bureaus and offices has seesawed up 
and down over the years. For fiscal 
1962, just starting, Hodges has $10.8- 
million, including $2.5-million for 
promoting travel—against $6.6-mil- 
lion the previous year. 

® He is filling his new high-level 
spots mostly with new young men 
from outside government. 

Aims. Hodges’ aims go further. He 
intends to give the department a 
policy-planning staff in an Office of 
International Economic Programs. 
He is creating a new Office of Inter- 
national Investment to keep abreast 
of capital investment opportunities 
abroad, and opportunities for for- 
eign companies in the U.S. 

Commerce officials are making a 
big pitch to bring more U.S. com- 
panies in on the Administration's 
new foreign aid program. The de- 
partment is proposing a White 
House-sponsored “business-govern- 
ment conference on foreign aid” to 
attract businessmen. 

New hands. How all this succeeds 





Jack N. Behrman, Commerce aide, 
charts departmental reorganization. 


depends to a large extent on the new 
hands Hodges has hired. 

Right at the top, three new officials 
will be working with Hodges and 
Asst. Secy. for International Affairs 
Rowland Burnstan. Dr. Jack N. Behr- 
man, 39 (picture), deputy to Burn- 
stan, has been working since March, 
mostly at organizing the reorganiza- 
tion. He’s a sharp, fast-talking ex- 
professor from the University of 
Delaware, with long experience as 
writer and consultant on economic 
problems of a variety of countries. 

Also at work is Dr. Jay H. Cerf, 
38, deputy assistant secretary for pro- 
sram development, whose functions 
cover public relations, liaison with 
Congress, the White House, and the 
State Dept. He formerly directed 
the Democratically oriented Foreign 
Policy Clearing House. A third top 
job, deputy assistant secretary for 
trade policy, is not yet filled. 

The ‘‘hot’’ shop. These men put 
their fondest hopes on the half of 
the old Bureau of Foreign Commerce 
now called the Bureau of Interna- 
tional Programs. Its director is Wil- 
liam B. Dale, 38, since 1955 program 
manager of international research for 
the Stanford Research Institute. 

Biggest buildup in the many 
changes under Dale is in the policy- 
planning staff being recruited for the 
Office of International Economic 
Programs. Chief of this office is Eu- 
gene M. Braderman, 47, a veteran in 
government foreign economic agen- 
cies. Braderman, Dale, and Cerf— 
reading up the ladder—will begin 
providing a central clearing house 
for international conferences and 
inter-agency policymaking meetings. 

Aid to business. The other half of 
Commerce's international operation 
is devoted to specific aids to busi- 
ness. The Bureau of International 
Business Operations wraps up three 
old offices concerned with trade 
fairs, trade promotion, and commer- 
cial services, plus the new Office of 
International Investment. 

Director of the bureau is L. Ed- 
ward Scriven, 55-year-old marketing 
executive. Scriven was with Wallace 
Clark & Co., Inc., New York interna- 
tional management counselors. End 
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In business abroad 


Britain’s new austerity program hits 
appliance manufacturers, land development 


Britain is starting to feel the first effects of Chancellor 
of the Exchequer Selwyn Lloyd’s latest austerity pro- 
gram [BIN Jul.29'61,p23]. 

British electrical appliance manufacturers have been 
badly hit by the 10% purchase-tax surcharges imposed 
by Lloyd. Prior to the program, many companies had 
tried to stimulate lagging consumer demand by slashing 
retail prices. Now, few can absorb the additional tax 
load, and they are passing it on to the consumer. This 
has further depressed sales, and industry observers 
agree that the slump has yet to bottom out. 

Lloyd’s request to British insurance companies to take 
a tougher attitude toward financing property develop- 
ment has had some effect. Norwich Union Life Insur- 
ance Co., Ltd., which had agreed to finance the Ken- 
neday Leigh Property Development with a $2.8-million 
debenture, has halted all plans until next April. Simul- 
taneously, the British Ministry of Housing & Local 
Government announced further steps to curtail in- 
creases in local capital expenditures. 

Meanwhile, possibility of a major clash between the 
government and labor unions increased. This week, 
Lloyd imposed an indefinite ban on wage increases for 
1.5-million civil servants as part of his austerity pro- 
gram. This has caused some grumblings among labor 
leaders and if the Cabinet stands firmly behind Lloyd’s 
demands for a wage pause throughout the economy, 
the unions will almost certainly respond with some 
sort of action. 


South Africa, out of Commonwealth, 
to lose its special price for sugar 


One of the first commercial effects of South Africa’s 
departure from the British Commonwealth emerged 
last week [BI Mar.25’61,p11]. 

London told the new republic that its status as a for- 
eign country, no longer linked with the Commonwealth, 
ruled it out of continued participation in the Common- 
wealth Sugar Agreement. 

The agreement, signed in 1951, provides for the Com- 
monwealth to supply Britain with more than 1.5-million 
long tons of sugar each year at negotiated prices, re- 
cently well above the world price. 

South Africa’s share of this total in 1961 is 160,000 
long tons. Britain said sugar purchases for this year 
would not be affected. 


Russians bid for Japanese trade, 
get cold shoulder on long-term pact 


Japan got a good look at a master salesman this week— 
Soviet Deputy Premier Anastas I. Mikoyan, who arrived 
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in Tokyo to open the Soviet Trade Fair. But the real 
purpose of Mikoyan’s visit was to sell the Japanese 
on increasing trade between the countries. 

Already, trade between Japan and Russia has reached 
sizable proportions. Figures just released show that in 
the first half of this year, Japan shipped $79.5-million 
worth of goods to the Soviet Union. In turn, Japan 
has imported only $42.7-million worth. 

Moscow is worried about having to pay for the trade 
gap with foreign exchange. It would prefer to increase 
exports to Japan, especially petroleum products—one of 
Russia’s main exports [BIM! Aug.5’61,p29]. 

Export-conscious Japanese will have none of this, 
however. They informed Mikoyan that they will sign no 
long-range pacts with Moscow. Any business between 
the two countries has to be on a cash basis, they say. 


Massey-Ferguson will build tractors 
in Brazil for hungry market 


Massey-Ferguson, Ltd., major farm machinery manu- 
facturer, will soon begin tractor manufacturing in 
Brazil. 

Under the plans approved by Geimar, a Brazilian 
government agency, the new operation will be under- 
taken by Massey-Ferguson do Brasil in association with 
Vemag, S.A., distributors of M-F products in Brazil 
since 1946. These companies will put up a factory, with 
a planned capacity of 400 tractors a month, in Sao Paulo. 

The tractors will be powered by Perkins diesel en- 
gines now being produced in Brazil by Motores Perkins, 
S.A., a wholly owned subsidiary of M-F. 

With farming such an important part of South 
America’s economic development plans, M-F sees an 
enormous market for tractors. Already there are 70,000 
in Brazil alone, and this figure is expected to double 
in the next few years. 


West German group seeks listing 
of IT&T shares at Frankfurt Exchange 


For the first time since World War II, an American 
company’s shares soon may be officially listed for trad- 
ing at a West Germany exchange. 

A West German consortium headed by Dresdener 
Bank has applied to introduce share certificates of Inter- 
national Telephone & Telegraph Corp. at the Frankfurt 
Stock Exchange, one of the biggest in that country. If 
the application is approved, the IT&T shares will be the 
first U.S. shares officially traded in Germany since 
quotation of U.S. securities stopped in the 1930s. 

General Motors Corp. soon is expected to follow 
IT&T’s example. According to rumors in Frankfurt, 
preliminary discussions between GM and a West Ger- 
man bank have already started. Unofficial Deutsche- 
mark dealings in GM and other blue-chip issues have 
been going on for some time in Frankfurt. 
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Rep. Thomas B. Curtis of Missouri shows he can line up academicians, too 


GOVERNMENT 


GOP tries new way 
to harness scholars 


Republicans in House get economists to help on six-month 
study that challenges Kennedy Administration’s 
program of jobless aid and retraining for jobs in demand 


A group of Republican members of 
the House this week climaxed a 
unique experiment in economics and 
politics with a demand for a fresh 
approach to the problem of unem- 
ployment 

This contingent, led by Rep. 
Thomas B. Curtis of Missouri (pic- 
ture), has for six months been exam- 
ining unemployment with the aid of 
24 academic economists. The schol- 
ars volunteered their services in re- 
sponse to appeals sent out by Curtis. 

The project will not end with the 
filing of a formal report by the acad- 
emicians, which is all that usually 
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happens when Congress enlists the 
advice of scholars. Under a plan 
devised by Curtis, the 48 Repub- 
licans who took part in the project 
were divided into task forces, each 
taking up some facet of the unem- 
ployment problem. 

The House group represents a 
wide range of viewpoints, from arch- 
conservative John J. Rhodes of Ari- 
zona to liberal John V. Lindsay of 
New York. Each task force worked 
with an economist who prepared a 
background paper on the assigned 
subject. If the members of the group 
didn’t understand the professor the 


first time around, a new draft was 
prepared. 

When the task force was satisfied, 
members would discuss the paper in 
speeches on the floor of the House 
and introduce the study itself into 
the record. 

Summing it up. Altogether, 21 
such group efforts are now in the 
record, topped this week by a speech 
by Curtis, who summarized what the 
group thinks should be done to re- 
duce unemployment. Among the 
conclusions: 

* There are more unfilled jobs in 
the country than there are unem- 
ployed persons. 

# The chief cause of joblessness is 
not automation but deficiencies in 
vocational training and the job-lo- 
cating services of the U.S. Employ- 
ment Service. 

= Retraining is essential, but more 
should be left to management and 
labor unions than the Kennedy Ad- 
ministration proposes. 

® The tax laws should be modified 
to help bring jobs and the jobless 
together. 

Curtis and his group accuse the 
Kennedy Administration of taking a 
defeatist attitude toward reducing 
unemployment. And Curtis, individu- 
ally at least, is willing to concede 
that the Eisenhower Administration 
also failed to grapple with the real 
nature of the problem. 

Professional view. The professors 
did not join in the policy conclusions 
of the group, nor were they asked to. 

Plans are under way to publish the 
background papers and the com- 
ments of the participating members 
of the House in book form. Curtis 
and his supporters think it could give 
the GOP a fresh start in tackling un- 
employment as an economic problem 
and a political issue. 

Curtis has long been exposed to 
the ideas and methods of professional 
economists as a member of the Joint 
Economic Committee of Congress. 
He has been aware that, when it 
comes to marshaling academic talent, 
the Democrats usually outgun the 
GOP. On the issue of unemployment, 
Curtis set out to equalize matters. 

The result is a project that calls on 
the talents of such economists as 
Clarence D. Long of Johns Hopkins, 
Robert Triffin, William J. Fellner, 
and Henry C. Wallich of Yale, How- 
ard S. Ellis of the University of Cal- 
ifornia, and Neil H. Jacoby of the 
University of California at Los An- 
geles. 

Some of the economists have Re- 
publican leanings. Wallich and Ja- 
coby, for example, both served as 
members of the Council of Economic 
Advisers under Pres. Eisenhower. 
But Long is an active leader of the 
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into language other machines understand 


The Friden Flexowriter® performs 
a key task in automation. It pro- 
duces punched paper tape that 
controls a variety of other office 
machines. It prepares tapes that in- 
struct industrial machine tools. It 
produces tapes containing input and 
output information when used with 
electronic computers. 


Yet a girl with average typing skill 
can operate it. 


Ordinary business paperwork? The 
machine that talks to computers is 
also the machine that can reproduce 
an office document at 100 words a 
minute. And there is virtually no 
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manual effort on the operator’s part 
after she types the first draft. 
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Democratic Party in Maryland, and 
Triffin is an adviser to Pres. Ken- 
nedy on _ international monetary 
problems. 

Call for changes. Now that the 
papers are in, the Curtis group is 
calling for changes in federal and 
state policies, geared to the central 
idea that there's no reason to accept 
any given level of unemployment as 
tolerable as long as newspapers are 
loaded with help-wanted ads. 

“There’s an actual shortage of la- 
bor,” Curtis argues. 

The first goal of retraining, Curtis 
told the House this week, should be 
the jobs that are going unfilled. He 
quotes officials of the National Assn. 
for the Advancement of Colored 
People as saying that Negroes are 
being trained for jobs that are dis- 
appearing. Curtis believes this same 
mistake is going to be made by the 
Kennedy Administration unless re- 
training is preceded by a nationwide 
study of jobs. 

Curtis accuses the Dept. of Labor 
and the Office of Education of com- 
peting in bureaucratic warfare rather 
than coordinating federal efforts to 
make vocational guidance and train- 
ing fit actual needs. He believes the 
armed forces—‘“the biggest educa- 
tional system in the country’—ought 
to train men with an eye on civilian 
job needs. 

Tax reforms. This week’s summary 
of the group’s ideas stressed two 
changes in the tax laws. One would 
allow the cost of retraining to be de- 
ducted from income; the other would 
declare the legal residence of work- 
ers to be where their jobs are, not 
where their homes are. 

Under present law, per diem ex- 
penses for workers away from their 
legal residence are not allowed be- 
yond a limited period, after which 
the expense money is taxed as ordi- 
nary income. Curtis argues that this 
is a hardship on workers at isolated 
projects, and one reason for the diffi- 
culty in matching “jobless men with 
manless jobs.” 

Curtis also criticized the unem- 
ployment insurance laws of 40 states, 
which cut off unemployment pay- 
ments during a retraining period. 
The whole direction of policy should 
be in the other direction, Curtis 
argues. He suggests that the laws 
could be rewritten to force anyone 
off the rolls who refuses retraining, 
though he adds that this may be too 
severe. 

The group includes two standbys of 
Republican economic policy among 
its recommendations: balanced budg- 
ets to avoid inflation, and rephrasing 


the Employment Act of 1946 to in- | 


clude stable prices as a goal of fed- 
eral policy. End 


BUSINESS WEEK August 19, 1961 











— 





Tc 
tol 
ex) 
ca. 
clk 
tio 
pa 


CI 


RL 


PL 


AC 


Th 
not 
of 

fac 
If } 
pet 
oul 
int 
EN 


A Di 


BUS 





ind 
en- 


ary 


the 
me 
ind 
tral 
ept 

as 
are 


la- 


rtis 

be 
He 
sn. 
red 
are 
lis- 
me 
the 
re- 
ide 


bor 
ym- 
her 

to 
1in- 
the 
ca- 
ght 


jan 


ary 
wo 
uld 
de- 
uld 
rk- 


not 


ex- 
1eir 
be- 
ich 


‘his 
ted 
iffi- 
ith 


*mM- 
tes, 
ay- 
od. 
uld 
rtis 
ws 
yne 
ng, 
too 


s of 


mg 
dg- 


ing 


me | 


ed- 


961 











What’s News at Enjay 











Look to Enjay 
for the latest in 
technical literature 


To carry out our concept of total cus- 
tomer service, highly trained technical 
experts at the Enjay Laboratories devote 
careful attention to application research 
closely duplicating actual factory condi- 
tions. The results of this research are 
passed on to you in the form of carefully 
prepared technical bulletins . . . 


CHEMICALS: Enjay published a hard- 
cover book on oxo alcohols which 
has long served as a standard refer- 
ence in its field. A new booklet on 
ketones will be printed soon. 


RUBBER: A new 74-page manual brings 
you up-to-date technical data on 
Enjay Butyl HT 10-66, an important 
new polymer now in commercial 
production which offers high heat 
resistance, faster cures and compati- 
bility with other elastomers. 


PLASTICS: The outstanding advantages 
of new Escon® 125 molding-grade 
polypropylene with long-term heat- 
aging stability are fully described in 
a series of new bulletins. 


ADDITIVES: Petroleum marketers will 
want a copy of our new file folder 
on Paradyne® 101, an improved 
gasoline additive for modifying com- 
bustion deposits. 


These few examples show how Enjay 
not only brings you an unbroken stream 
of new products, but also supplies the 
facts you need to apply them profitably. 
If you use chemicals, rubber, plastics, or 
petroleum additives, make sure you have 
our latest literature in your areas of 
interest. 

ENJAY CHEMICAL COMPANY 

A DIVISION OF HUMBLE OIL & REFINING COMPANY 
RRA RE TIS ESR ORECAST 
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PRODUCTION 


Success for H-iron 
but no revolution 


Bethlehem reports process is successful at pilot plant 
but tests have ended. The industry sees little 
chance though for direct reduction to crowd out blast furnaces 


Direct reduction of iron ore has been 
sroved to be commercially feasible, 
but it won't replace the blast furnace. 
A terse announcement by Bethlehem 
Steel Corp. reports the culmination 
of a 10-year research effort to perfect 
the H-iron cycle, which uses hot 
hydrogen in a continuous process to 
convert the iron oxide in powdered 
ore directly to metallic iron. 

Bethlehem merely announced the 
completion of successful tests at a 
110-ton-a-day pilot plant at Vernon, 
Calif., and the shutdown of that pilot 
plant. 

No change overnight. Between the 
lines of the announcement, steel ex- 
perts see some light on H-iron’s bid 
to make itself a place in the indus- 
try’s plants. It now looks as if direct 
reduction will command serious con- 
sideration particularly where new 
iron capacity is required outside the 
established, integrated steelmaking 
centers but can offer slight challenge 
to the blast furnace in such centers. 

For one thing, practically all of 
U.S. steelmaking capacity is geared 
to a fuel supply from the gases given 
off in blast furnaces and coke ovens. 
Replacing the blast furnace with a 
direct reduction process that con- 
sumes rather than produces fuel 
would go against the economic grain. 

For new sites. This would not be 
so much a consideration at wholly 
new steelmaking locations, and direct 
reduction’s virtues should weigh 
more heavily. 

If you project Bethlehem’s data 
for its 110-ton-a-day Vernon plant to 
a plant of 150 tons per day, you find 
production costs, not including capi- 
talization charges, of around $58 a 
ton, which is about 12% below the 
current market price of about $66 
for basic pig iron. Such a plant 
would produce small iron briquettes 
that can readily be used in making 
steel. 

Estimated production costs in 
really large H-iron units capable of 
producing more than today’s largest 


blast furnaces come down as low as 
$25 a ton, compared with a cost, 
again before capital charges, of 
about $42 for blast furnace iron in 
the Pittsburgh district. 

Capital costs. Originally, steel- 
makers had hoped that H-iron could 
be installed at much lower capital 
investment per ton than blast fur- 
naces, but this hope has been 
dimmed. 

One study came up with a figure 
of $45 per annual ton for a 1,000-ton- 
a-day H-iron plant in the U.S.; out- 
side the U.S., cost for a much larger 
plant, including transportation facili- 
ties and a new company town, might 
run $150 per annual ton of capacity. 

At existing integrated plants in the 
U.S., it may cost as little as $25 per 
annual ton to add a 2,000-ton-a-day 
blast furnace, but in a new location, 
the cost might jump to $60 or more 
per annual ton of capacity. 

So comparing H-iron units and 
blast furnaces in the U.S. steel in- 
dustry can be as vague as comparing 
girdles and muu-muus. Since there 
are no large direct reduction plants 
in existence, steelmen are skeptical of 
projections of costs—many unknowns 
come into play in a major scale-up 
of any industrial process from pilot 
plant to commercial production. 

Besides, the cost of additional 
blast furnace capacity itself varies 
all over the chart, depending on 
whether it’s wholly new, major ex- 

ansion of existing plant, a bare- 

ones addition to existing plant, or 

merely improvement of an existing 
furnace. Moreover, changes in ore, 
fuel, top pressure, and makeup of 
the blast furnace burden can have_ 
spectacular effects on productivity 
of a plant [BIM Jul.22’61,p53]. 

So, although it looks increasingly 
attractive for new locations, when 
H-iron takes aim at the blast furnace 
and its dependent complex, it is 
shooting at a moving target that 
seems to stay just nicely out of 


range. End 
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SPECIAL REPORT 


The U. S. has launched a civilian space program that may cost 
$50-billion in a decade. Its main goal: a man on the moon 


For industry, it means new opportunities, deep effects on the 
economy, the evolution of huge and complex companies 


For labor, a tremendous number of new, highly skilled jobs 
will open up. Employment could reach 1-million 


On Oct. 4, 1957, Soviet Russia 
stunned the world by firing the first 
Sputnik into earth orbit. A short 46 
months later, the Russians success- 
fully sent Maj. Gherman Titov for 
1742 spins around the earth—and 
brought him back alive and tri- 
umphant. 

In between those landmark firings, 


the U.S. launched many small scien- 
tific weather, communications, and 
navigation satellites into orbit. Both 
countries tried lunar and solar 
probes. And the Russians even made 
a pass at Venus. 

As of today, the U.S. stands com- 
mitted to an enormously expensive 
space program that—among its many 











Split-second 


communications 
-- another god reason for shipping Rock Island 








Paging and talk-back 
systems, two-way radios, 
walkie-talkies, tape re- 
corders, Teletype, 
Microwave, Central- i 
ized Traffic Control... . 
all of these electronic devices oe ae 
are used to help the Rock Island 
offer you the finest freight service. 
On moving trains, two-way radios 
between locomotives and cabooses let 
crews communicate en route and 
maintain prompt contact with way sta- 
tions. In yards, inspectors prevent de- 
lays by calling for repairs on loaded 
cars with walkie-talkies. Numbers on 
arriving cars are radioed to yard 
clerks, and recorded if the clerks 
are busy. Switch locomotives are 
equipped with two-way radios to re- 
ceive special instructions and make 
yard operations more effective. The 
result? Car location data is instantly 
available, car handling is improved, 
and freight is advanced up to hun- 
dreds of miles. 

This efficient communications net- 
work is but one of the many reasons ' 
why the Rock Island is known as the 
railroad of planned progress. In addi- 
tion you get the benefit of push-button 
yards; better, faster piggyback serv- ‘ 
ice with ramps that blanket the sys- " a: 
tem; strategically located direct inter- } 5 
changes; experienced, conscientious 
personnel; and modern, trouble-free 
equipment. All of this adds up to fast, 
efficient shipping. 

Your Rock Island representative 
will be glad to put this effective com- 
bination to work for you. Call him. 
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goals—is scheduled to lani | ‘uin on 
the moon within the next 19 years. 
The cost? A total of $50-billion is a 
conservative estimate. 

Strangely, though the space age 
is still at its dawning, man has al- 
ready achieved the basics of the tech- 
nology to explore the solar system. 
He has moved successf!ly through 
near space and is on the verge of 
using it for scientific and commercial 
purposes. As for deep space—the en- 
tire solar system—nothing is wholly 
certain yet. But it looks as if un- 
manned spaceships, at least, will be 
able to probe it sometime soon. 

Military missiles of the intercon- 
tinental variety gave space work its 
first impetus, and most space firings 
to date have been borne aloft on 
some sort of military rocket booster. 
But the science of chemical propul- 
sion is already a long way toward 
maturity, and it is now forced to 
share the space spotlight with newer 
research projects—how to protect 
man in space, how to feed him, how 
to guide his vehicles on their fan- 
tastic million-mile flights. 

By its sheer magnitude in money, 
men, and materials, the space pro- 
gram will exert great leverage on the 
U.S. economy during the next dec- 
ade. A new sort of industry will de- 
velop, more complex than any that 
has gone before; a new sort of giant 
company, versatile and research- 
minded, will emerge. For labor, in 
what promises to be a million-man 
field, there will be a great number of 
new highly skilled jobs available. 

In industry. Satellites already prac- 
ticable will revolutionize worldwide 
communications and TV, with indus- 
try already prepared to spend mil- 
lions of dollars on their development. 
Air and sea navigation will have safe 
and more reliable guides; long-range 
weather forecasting will become 
more accurate. 

In science. Basic knowledge of the 
earth and of the entire solar system 
will be advanced immeasurably. 

In defense. It’s evident that a mod- 
ern nation cannot be secure unless it 
can operate effectively in near space. 
What outer space will mean to de- 
fense is still unknown. 

Meanwhile, businessmen are re- 
garding space with an uneasy inter- 
est. Already, they have seen the 
beginnings of a struggle between 
government and private industry for 
control of communications satellites. 
Rights will have to be determined, 
and some sort of international laws 
for space evolved. 

A key question is what role the 
National Aeronautics & Space Ad- 
ministration will play. For NASA 
holds the pursestrings to this biggest 
of all government research efforts. 
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Spending for space in the 1960s 


Civilian program picks up speed 
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1. On cost, no ceiling is certain 


Over the next 10 years, the educated 
guess is that U.S. appropriations for 
the space program will total around 
$50-billion or $60-billion. Somewhere 
along that line, annual spending will 
reach a $5-billion rate. By the end 
of the period, NASA’s civilian spend- 
ing should have become a great deal 
larger than that of the Pentagon on 
space activities; already it has pulled 
well out in front. 

These figures are huge. But with 
more realistic auditing and with due 
regard for the way budgets tend to 
mushroom, they may become even 


‘ more enormous—with a conceivable 


ceiling of $100-billion or $150-bil- 
lion before the end of the decade. 
For a size comparison, remember 


Top space contractors 
[Fiscal 1961] 
[Millions of dollars*] 

NASA 


North American Aviation, Inc. ... 
McDonnell Aircraft Corp. ....... 41.8 


Douglas Aircraft Co., Inc. ...... 30.7 = 
Western Electric Co., Inc. ...... 26.6 | 
Space Technology | 
Laboratories, Inc. .......... 134 
Chrysler Corp. .............35 129 
Grumman Aircraft 
Engineering Corp. ...... Ae 4 
Hayes Corp... cus 
General Electric Co. .......... 9.2 | 
Chance Vought Corp. ......... 8.8 
Radio Corp. of America ....... 8.6 | 
Brown Engineering Co. ........ 6.7 
Bendix Corp... ...... .. 33.25 BS 
Aerojet-General Corp. ......... 6.3 
Lockheed Aircraft Corp. ....... 3.3 
Air Force 
North A:nerican Aviation, Inc. . .$192.7 
McDonnell Aircraft Corp. ...... 95.2 
Douglas Aircraft Co., Inc. ..... 74.0 
Western Electric Co., Inc. ..... 61.2 ; 
General Dynamics Corp. ...... 33.5 
Chance Vought Corp. ........ 12.0 
Aerojet-General Corp. ........ 10.9 
General Electric Co. ......... 10.7 
Chrysier-Corp.:.........-.... 10.5 
Hayes Gow... 10.1 
Brown Engineering Co........ 6.1 ; 
Bendix Corp. ec 6.0 
Minneapolis-Honeywell 
Regulator Co. ........... 4.6 © 
Grumman Aircraft 4 
Engineering Corp. ......... 4.2 


Westinghouse Electric Corp. .. 3.9 - 


Figures represent contract awards a 
_ © Business Week | 
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that the entire development cost of 
the Manhattan project, which in 
a few years produced the atom 
bomb, was only $2-billion. 

In the six short years of its exist- 
ence, the space program has already 
devoured $4.5-billion that was spe- 
cifically appropriated for it. For fis- 
cal 1962, which started July 1, 
appropriations will probably run 
around $3-billion. Congress has al- 
ready passed and sent to the White 
House an amended budget giving 
NASA—whose spending is almost 
entirely for research—nearly $1.7- 
billion for its expenses; the Defense 
Dept. will get another $1.1-billion 
for its total space research activities. 
Funding from other agencies, the 
Atomic Energy Commission, 
Weather Bureau, etc., make up the 
balance. 

Unrealistic. Actually, bookkeeping 
has held the space figures well be- 
low reality. The program has bene- 
fited—and will continue to—from 
a great deal of money spent under 
other headings. For example, NASA 
so far has depended largely on mili- 
tary rockets—Redstone, Thor, and 
Jupiter—to loft its vehicles into 
space. Of course, NASA pays for the 
rockets it uses, but it pays what it 
costs to make the rocket now. The 
huge R&D bill that led to the rockets 
has already been paid by the Penta- 
gon, and charged to missiles, not to 
space work. 

Much the same thing applies to a 
large part of the cost of range test- 
ing. NASA’s budget includes the cost 
of the time it uses at the Air Force’s 
Military Test Center at Cape Ca- 
naveral. But the Air Force and Army 
have already borne the cost of setting 
up the Canaveral installation, with 





its immensely complicated facilities 
—and not all under the space head- 
ing. The same thing is true of those 
California neighbors, the Vanden- 
berg Air Force Base and the Pacific 
missile range at Point Arguello, run 
by the Navy. 

Had NASA been forced to de- 
velop and build its own rockets and 
launching facilities from scratch, its 
costs certainly would have been 
much higher. If you take that into 
account, and transfer Pentagon costs 
to the space heading, you might 
easily bring the fiscal 1962 bill for 
space work to $4.2-billion, instead of 
the official $3-billion. 

Industry spending. Eventually, 
though not for some time, NASA will 
have to begin picking up its own 
check in full. By then, the civilian 
space costs will really shoot skyward, 
far past the military spending. On 
the civilian side of the ledger, there 
will also be some modest items con- 
tributed directly by industry. AT&T, 
for one, is ready to pay $6-million for 
each NASA launching of its first four 
experimental communications satel- 
lites. Altogether, the company is will- 
ing to spend up to $50-million—for 
now—on its own space activities. 

Just on big rockets, NASA won't be 
on its own completely until it gets 
to the Saturn C-3 and Nova pro- 
grams, which will be powered basi- 
cally by the giant liquid F-1 engines 
that the agency is developing for it- 
self, aiming at a thrust of 1.5-million 
Ib. for each engine. 

By that time, the civilian space 
budget alone may have reached $5- 
billion a year, quite apart from mili- 
tary spending. That’s an awful lot of 
money. But it’s the realistic cost of 
the space program to which the U.S. 
government seems fully committed, 
with the solid backing of public 
opinion. 


2. Major spur for the economy 


The sight of a seemingly endless 
flow of dollars being swallowed by 
the space program gives rise to a 
reasonable question: What tangible 
benefits are likely to result, and for 
whom? 

Theoretical scientists, of course, 
are obvious beneficiaries; for them 
the whole space field is paradise. Al- 
ready, earth satellites have brought 
them a new grasp of the earth’s 
magnetic field, the belts of particles 
trapped in it, and the influences of 
charged particles and radiation from 
the sun. Later, they hope to probe 
the surface and subsurface of the 
moon, perhans ultimately laying bare 
the erigin of the earth-moon system, 
and finally the solar system itself. 


The over-all economy will feel 
marked effects from the space pro- 
gram, generally beneficial, too: 

* New techniques’ will bring 
higher productivity for both labor 
and capital. The real income of 
workers will rise; corporate profit 
margins will rise, freeing more 
money for expansion. 

= Appearance of new products as 
a byproduct of space research will 
stimulate demand, create new mar- 
kets, create a need for more capital 
to build the increased production. 

* National output will be in- 
creased by the availability of new 
resources or the finding of new uses 
for old ones. 

" The inpouring of government 
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BRASS 






The letterheads have been 
printed, signs made...and here 
Wwe are wearing a new name. 
But in the mills things go on 
pretty much as they always 
have. We’ve put in some new 
machines and broadened our 
line ... but essentially it’s the 


(Brass sales headquarters at East Alton, Illinois) 


(Before) 


wlin 
BRASS 


(After) 


people at Western (oops!) 
Olin Brass that really make 
the product. They care. That’s 
the “Tailor-Made” approach. 

If you’re an old customer 
you know what we mean. If 
you’re not — ask one of our 
users. Chances are he’ll tell 








you the uniform quality and 
individual engineering of his 
metal has managed to save him 
money in inspection, fewer re- 
jects and less lost time. 

Olin Brass can do the same 
thing for you. 

We’re the same folks. 


Jaye 
METALS DIVISION Olin 


400 Park Ave., New York 22, New York. 
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What it takes to build a manned capsule — the Mercury program 


Prime Contractor 
McDonnell Aircraft Corp. 


Subcontractors Product 

AiResearch Mfg. Co. .......... Environmental control 
system 

Atlantic Research Corp. ....... Posigrade and pylon 
jettison rockets 

Barnes Engineering Co. ....... Horizon scanners 

Beckman Instruments, Inc. . , . .02 sensors and charges 

Bell Aerosystems Co. ......... Reaction control system 

Brush Beryllium Co. .......... Heat sinks 

Cannon Electric Co. .......... Electrical plugs 


Cincinnati Testing & 


Research Laboratories ..... . Ablation shield 


Collins Radio Co. ............ Communications systems 
Connecticut 

Hard Rubber Co. .......... Impact skirts 
Consolidated 

Electrodynamics Corp. . . .... . Tape recorders and pressure 

transducers 
Controls Switch Div., 

Controls Co. of America ..... Switches 
Corning Glass Works ......... Windows 
Cutler-Hammer, Inc. .......... Switches 
Donner Scientific Co. ......... Accelerometer 
Dorsett Electronic A 

Laboratories, Inc. .......... Oscillators 
Eagle-Picher Co... se GS Batteries 
Rete NG. es sk ee Relays 
Grand Central Rocket Co. ..... . Escape rocket 
General Controls Co. ......... Potentiometers 
Grimes Mtg. GO... eS Light assembly 
Harris Mfg. Co., Inc. ........:. Switches 
Haydon Switch Co. ........... Switches 
Interelectronics Corp. ......... Static inverters 
Kolisman Instrument Corp. ... . Altimeters, cabin 


pressure indicators 


teach Com. 2... oe Switches 


Lourdes Hydraulics, Inc... .__ . Switches 
J. A. Maurer, Inc. ........ .,. Camera 
Metals & Controls Div., 
Texas Instruments, Inc. ._... Switches 
Micro-Switch Div., Minneapolis- 
Honeywell Regulator Co. ... . Switches 
D. B. Milliken Co... .. 2. ...... Camera 
Minneapolis-Honeywell 
~~ weegulater Co, 2 2. 6 oa. Automatic stabilization 


control system, earth path 
‘ indicator, explosive hatch 
Olin Mathieson Chemical Corp... Explosive bolts 


Perkin-Elmer Corp. ........... Periscope 
Pioneer Central Div., 

Bendix Com. . ... = 2 vw. Rate of descent indicator 
Raymond Mfg. Div., 

Associated Spring Corp. ..... Whip antenna 
Radioplane Div., _ 

Northrop Corp. ............ Recovery system 
Thompson Ramo 

Wooldridge, Inc. ........... Amplifier 
Trans-Sonics, int. .. .. ...65...% Transducers 
Thiokol Chemical Corp. ........ Retrograde rocket 
Material 
Artra Aluminum Foundry 

mM. GO ce Aluminum castings 

and forgings 
Continental Metals, Inc. ....... Titanium 
General Electric Co. .......... Renie ‘‘41”’ 
Haynes-Stellite Co. .......... Inconel X, Renie “41” 
titanium 

Johns-Manville Corp. ......... Insulation 
Ladin Ce. 6... es Sa ek Castings and forgings 
Raychem Corp. .............. Electrical wires 
Titanium Metals Corp. 

Of AMONGE © se ee Titanium 





and private money will mean vastly 
increased research and development 
activity. 

= For the maker of economic 
charts, the space program will be- 
come a key factor in profits and the 
growth rate of the whole economy, 
and it will account for a growing 
share of the total capital spending 
dollar. 

Business gains. Businessmen col- 
lectively and individually will draw 
almost as many cards as scientists 
and economists. Ever since World 
War II, research has been a fetish 
for manager and investor alike. The 
total annual research budget already 
is running well above $12-billion. 
Now the government is pouring ad- 
ditional billions into space research. 

Such money can provide a fine 
subsidy for a business whose aims 
to some degree already parallel the 
space program. Suppose, for ex- 
ample, your company, for its own 
product purposes, is interested in the 
ultimate nature of materials. So is 
the space program, which may be 
glad to foot the bill for research that 
will benefit you both, and would be 
too costly for you to do alone. This 
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is a real plus for companies that are 
able to take advantage of it. 

Then there’s the development of 
new and better technologies that is 
bound to result from any effort as 
wide-ranging as the space program. 
Already, there are scanners of far 
horizons who think that the tech- 
nologies and theories derived from 
space work expenditures may help 
extend the natural resources of the 
world through a better knowledge 
of materials, fuels, geology, and 
weather. 

Closer up, there are all sorts of 
new products, new ideas, new tech- 
niques of production that will flow 
out of the space effort. The flood of 
money made available for space 
work has already created amazing 
new electronic achievement—with 
radios as small as a lump of sugar— 
has accounted for the development 
of direct energy converters produc- 
ing electricity cheaply and simply, 
and the building of faster, more 
efficient computers. 

These benefits apply to business 
generally. There are also special 
lures for special industries. Merchant 
shipping will profit from the launch- 


ing of navigational satellites. The 
global weather forecasts of meteor- 
ological satellites should be a boon 
to agriculture. 
Communications. Up _ to 
lobal communications are the only 
Feld in which it is evident that in- 
dustry will be able to move directly 
and profitably into space. Other 
commercial uses may be found later, 
but they are hard to predict now. 
But satellites may work a revolu- 
tion in communications. All sorts of 
communication satellite systems—for 
voice as well as teletypewriter and 
television—have already proved techi- 
nically and practically feasible. Pri- 
vate industry is clamoring to get 
started in the new medium, even if 
it has to use its own money 


Py 


On top of the stiff bill that indus- 


now, 


try must expect to pay in order to~ 


get into space on its own are some 
strict requirements stipulated by the 
government. The most important 
of these is that the government re- 
serves royalty-free licensing rights 
on any patents derived from satellite 
experiments. 

Despite the cost and government 
restrictions, quite a number of com- 
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7 Atlas boosters and launch 


Space Technology 


Laboratories, Inc. .......... Technical management 


Astronautics Div., General 
Dynamics 
Rocketdyne Div., North 


American Aviation, Inc. .... . Engines 
General Electric Co. .......... Guidance 
murcunns Gorn... . sek: Guidance computation 


Redstone boosters and launch 


Missile Div., 
Chrysler Corp. 

Rocketdyne Div., North 
American Aviation, Inc. 


Range network 


Massachusetts Institute of . 
Technology, Lincoln 


..... Engines 


ee ae en ar ee Technical assistance 
Aeronutronic Div., 

ord meaner GO. ee Technical assistance 
Space Electronics Corp. ....... Technical assistance 


RCA Service Co. Div., Radio 
Corp. of America 


Bell Telephone Laboratories, 


We ec er ec es Systems engineering 
communications and 
control displays 


International Business 


Machines Corp. .......... _. .Computer programing 
and simulation displays 
Bendix Corps. os nee esse Radar installation, ground- 


air communications, 
telemetry, site display 
equipment 

Burns & Roe, Inc. ............ Site facilities, construction, 
lpgistic support 


panies have remained actively inter- 
ested in space communications. 
That’s because they are convinced 
that in the long run the satellites will 
mean tremendous savings in opera- 
tional costs. They have Sialiad this 
conviction despite the admitted fuz- 
ziness of their figures, fogged b 
such variables as what kind of ar 
lite will be used, its potential life 
span, and the growth rate in demand 
for international communications. 
About the only firm figure avail- 
able concerns the huge increase in 
capacity that the satellites would 
bring. There are today just 343 voice 
channels fanning out from the U.S. 
to the rest of the world. That's tiny 
compared to the 7,800 voice chan- 
nels that would be made available 
by a low-altitude satellite system, 
and the. 4,800 voice channels pro- 
vided by one “hovering” satellite. 
Rand Corp. has figured that each 
channel provided by a low-altitude 
system would cost a company about 
$8,500 a year, assuming full utiliza- 
tion, an average life span of two 
years for each satellite, and a three- 
chances-in-four probability of suc- 
cessful launching. For a_high-alti- 
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Oe NE ee ei Airframes and launch 


Peers Airframes 


2 OS eee Technical assistance 
Western Electric Co., Inc. ...... Project management 


tude, synchronous satellite system, 
Rand says the full-usage annual cost 
per channel would be around $10,- 
000, assuming a one-year life span 
and a three-out-of-four chance of 
launching success. 

Try those figures against the $24,- 
000 annual cost per circuit that is 
estimated for a new _ transoceanic 
cable stretching 2,500 miles and you 
will see what has communications 
companies so enthusiastic. On exist- 
ing cables, a one-year lease on a 
single voice channel costs $240,000. 





































Figures like these have gone a 
long way to make communications 
companies forget the maze of legal, 


regulatory, economic, and opera- 
tional problems that lie between the 
experimental present and the com- 
mercial exploitation of the future. 
The legal side of their space activ- 
ities may be particularly tricky to 
resolve, however. Though there is 
international law today covering the 
use of air space, the legal problems 
of space farther out have not even 
been defined—let alone resolved. 


3. New kind of industrial giant 


The seers of business are pretty well 
agreed that U.S. spending on space 
will reach a $5-billion annual rate 
within the next decade—providing 
that the cold war does not heat up, 
that the Russians do not switc 
strategy to some other area where 
we feel compelled to compete, or 
that an economy-minded Admini- 
stration does not mobilize opinion 
against such massive spending on 
space. 

The forecasters hesitate to pick the 


exact year for passing the $5-billion 
mark. But all agree that by the time 
it is reached, space activities will 
already have made an impact on the. 
structure of U.S. industry. A new 
aerospace industry will have de- 
veloped, infinitely more complex 
than the old airplane industry. At 
the top of the industry will be giant 
companies of a new type—at least 
as diversified as present-day titans 
like General Motors and General 
Electric. 


SPECIAL REPORT 81 




















How safe? Let The Travelers safety experts tell 
you. They’ll study safety problems on your jobs to 
help keep accidents to a minimum and to help keep 
you out of lawsuits. When someone does get hurt, 
Travelers handles Workmen’s Compensation and 











Public Liability claims for you— swiftly! You can 
also get Business Life, Group, Fire and Marine, 
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The Pentagon sketches its satellites 





Communications 


The pyramid. The giant companies 
will be the peak of an industrial 
pyramid whose bottom will consist 
of a very large number, probably 
thousands, of small, highly special- 
ized companies, each one the master 
of some special technique involved 
in space work. 

In its middle levels, the space in- 
dustry pyramid will be quite differ- 
ent from its predecessors, where this 
area is usually occupied by large 
but not giant—contractors and sub- 
contractors. The space setup will 
probably have fewer of these middle 
contractors. Instead, most of the big 
sub-system contracting will probably 
be handled by company subsidiaries 
at the narrow peak of the pyramid. 
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Warning 
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Weather 


These giants at the top may be 
lineal descendants of existing com- 
panies. But they will be quite differ- 
ent organizationally, in what they 
do, and how they do it. Essentially, 
they will be the needed answer to a 
situation more complex than any in- 
dustry has faced before—so complex 
that many of the companies working 
together will not even speak the 
same technical and production lan- 
guage. 

The company at the top will be 
among other things a coordinator 
and interpreter for the companies 
lower down on the pyramid. Ex- 
ecutives of the top firm will have to 
be strongly oriented toward R&D, 
with broad knowledge of many fields 


se? hey 
oy 
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Hostile satellite inspection ction 








Reconnaissance 





of science, and with great skill at 
hopping across the traditionally rigid 
frontiers of the different scientific 
disciplines. They will need to be well 
versed in electronics, in biochemis- 
try, in the development of new 
materials, and at the same time be 
expert in the organization of systems. 
On top of all this, the wise space 
company will keep active some large 
production divisions wholly unre- 
lated to space, simply as a hedge 
against unforeseeable cutbacks in 
their space work. 

By the late 1960s, the company at 
the top will no longer be able to do 
the bulk of the development work on 
a given space system. Instead, it will 
have to concentrate on handling by 
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How NASA will spend its research dollars 


[Millions of dollars] 


Project 


Scientific satellites, such as 


Scout and various tracking probes. . $172.9 


Saturn 


Apollo ...:.:: See ee ae 
Lunar and planetary exploration 
Communication satellites ... 
Liquid propulsion ......... 


Mercury 


INE fi tomatoe ee cat 
Meteorological satellites .... 
OG eee rs oe 


Nuclear systems technology 


Electric propulsion ........ 
Solid propulsion** ........ 


Total 


*Includes supplemental monies. 


v4 
t 


; 
ef 


Fiscal 1961* Fiscal 1962. 


(requested) | 

$288.5. 
. eee 118.1 224.2 
Eee 1.0 . 160.0 
Pe: 77.5 159.9 
«sere 27.9 94.6 | 
. «ae 57.0 93.0 
ce 109.5 74.2. 
Bee AE 62.6 56.4 
ae 18.1 _ 50.2. 
eee —— 48.5. 
Bee 12.6 36.0 
eee 3.3 3 ees 
ja eal 1.3 50 egae 


‘ee $661.8 $1,295.4 


**Most funding for this program comes from the Air Force with over $100- 
million expected to be spent in fiscal 1962. 


itself the subsystem contracting. 
That’s when its own divisions, with 
managers already trained to work 
together, will take over more of the 
subsystem work now done by mid- 
dle-size contractors. At the bottom, 
of course, will be swarms of special- 
ist subcontractors, geared to the 
business of making small numbers of 
custom-made devices. 

Early entries. You can already see 
1 rough list of what will probably 
be the precursor companies of the 
space giants to come (table, page 
78). The same companies that stand 
high on the Air Force’s list of prime 
contractors also stand high on 
NASA’s prime contractor list. 

Clearly, other companies will have 
joined this list by the time the space 
effort reaches the $5-billion-a-year 
milestone. Some will be old com- 
panies, some new permutations of 
old companies, some entirely new. 
No doubt, some companies now 
listed will drop out as their interests 
take different turnings from those of 
space work. 

There’s considerable fallacy in the 
widely held view that today’s aircraft 
industry will dominate space work, 
though. Some air frame makers will 
surely stay the course, but generally, 
their present knowhow will be no 
automatic entree to space. 

Atlas-Mercury. Complexity—a vir- 
tually endless technological com- 
plexity—is a major force that will 
shape the future space industry. 
Consider the relatively simple—in 
space terms—Atlas-Mercury system 
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for manned earth-orbit flights. In this 
one program, NASA has already had 
to use—in addition to McDonnell 
Aircraft, the prime contractor—40 
major subcontractors and thousands 
of sub-subcontractors (table, page 
80). More than 5,000 companies 
will be needed for the development 
of Apollo, whose prime contractor 
and chief coordinator is soon to be 
named. Incidentally, Mercury was 
originally slated to cost $200-million; 
its bills have already crept above 
$500-million. 

The ever-widening spread of sub- 
contracts also will find impetus in 
the great variety of space craft 
planned by NASA and the Pentagon. 
A lab that can develop life sup- 
port systems for manned space ships 
has very little in common with one 
that can handle radio-control com- 
munications satellites. Yet, both will 
be needed for space research. 

Even a field that looks unified, 
such as propellants, splits up sharply 
into liquid and solid fuels. A liquid- 
fuel system demands wide knowl- 
edge of pumps, compressors, and 
cooling systems. For the development 
of solid fuels, it takes a mastery of 
casting large grains of highly ex- 
plosive materials, and of bonding 
those grains into casings. 

In building a space craft, knowl- 
edge of handling tricky alloys and 
knowledge of radiation chemistry 
are both essential, but it would be 
hard to find them in the same labo- 
ratory. 

Manhattan project. From the na- 


tional point of view, obviously, suc- 
cess in space can best be achieved 
by securing the best talents and mar- 
shaling them in  well-coordinated 
teams. But the catch is: how to 
do it? 

In World War II the U.S. had the 
experience of a major crash program 
when it decided to bet its biggest 
chips on the Manhattan project to 
produce the atom bomb. Just a few 
years and $2-billion later we had the 
first atomic bomb. 

In the relatively direct Manhattan 
project, it was possible for the gov- 
ernment to keep hold on the strings 
of command. The space program, 
loose-jointed and diverse, is another 
matter—much too complex for the 
government to direct everything. 
This time the gamble will have to be 
that industry will work out its own 
coordination, under slack govern- 
mental rein. 

Coming stress on electronics. It 
is already safe to predict that by 
1970 the major stress of the space 
program will be on electronics. 

The shift will be rather gradual. 
Up to 1959, a study of Defense Dept. 
spending on missiles (table, page 77) 
shows that the assembly and testing 
of rockets took up the biggest slice 
of the department's research budget. 
The physical design of missiles was 
what counted most. 

Now, though, we are getting to 
the problem of penetrating deeper 
and deeper into space. By 1965, more 
money will be going into totally new 
non-chemical propulsion systems for 
use outside the earth’s atmosphere. 
Other major searches will be for bet- 
ter guidance and control systems, 
increased miniaturization, more reli- 
able life-support equipment—this 
last because every manned space 
craft will have to have equipment 
built in to provide necessities such 
as food, water, and air. There will 
be important side programs for new 
materials, and for the development 
of recoverable first-stage boosters 
that could save so much money as 
launchings become more numerous. 

By 1970, however, most of these 
things should be pretty well in hand. 
When they are, the emphasis will 
really shift to much more complex 
guidance and control systems—and 
a larger percentage of the research 
and development dollar will flow 
into electronics. 

Some of the biggest companies in 
the new space industry are already 
maneuvering to meet this change. 
Many of the largest makers of air- 
craft and engines are setting up elec- 
tronics divisions of their own. An- 
other symptom: General Electric, 
with no airframe experience at all, 
is a top contender as prime contrac- 


BUSINESS WEEK August 19, 1961 











i- 











of Amos-Thompson Corp., Edinburg, Indiana. 





The back panel for the RCA Victor portable television set is molded of Tenite Polypropylene by Amos Molded Plastics, Division 


A great show by a plastic— 
TENITE POLYPROPYLENE 


Long-run performance and a handsome appearance 
—two design essentials—are featured in the back 
panel of the RCA Victor portable Tv set. The material 
that made them possible is Tenite Polypropylene. 

Tough, durable Tenite Polypropylene takes the 
knocks and jolts, protecting the delicate internal com- 
ponents of the set. It withstands elevated tempera- 
tures—articles made from it can even be sterilized. 
Yet the flow properties of Tenite Polypropylene result 
in such injection-molded details as a leather-grained 
texture, clean ventilating slots, and sharp, three- 
dimensional lettering. And having the lightest weight 
of any solid plastic is its special contribution to 
portability. 

This last property can often mean more finished 
pieces per pound—one of many economies found in 
Tenite Polypropylene. For example, its “built-in hinge” 
property (one sample flexed a million times without 
cracking) permits two-part articles to be molded as 
one piece, without need for conventional hinging. 
Another important saving results from the unusual 
strength of Tenite Polypropylene—products can have 
thinner walls. 

Tenite Polypropylene may also be extruded into a 


wide variety of things—clear, printable, heat-sealable 
film... weather-resistant monofilament...sheet for 
thermoforming...insulation for wire... pipe for chemi- 
cals. And wherever color is important, Eastman offers 
more than 42,000 colors and color effects, in custom- 
compounded Tenite Polypropylene or in color concen- 
trates for mixing with the uncolored plastic. 

The advantages of Tenite Polypropylene may in- 
clude several benefits for your product, and Eastman 
technical representatives and laboratory facilities are 
ready to help you find out. For details on this exciting 
new Tenite plastic, write EASTMAN CHEMICAL 
PRODUCTS, INC., subsidiary of Eastman Kodak Com- 
pany, KINGSPORT, TENNESSEE. 
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" efficiency, do a better, faster job with 
fewer people! Simply press a button and automate 
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in a single mobile cabinet. Both hold cards unat- 
tached. Drop in your present cards...lift them out! 
Mosler’s new Selectronic File gives operator fin- 
gertip control over 850,000 cards...gives you the 
most economical data handling system you can buy. 

Please send the coupon below for further infor- 
mation on the Mosler System/Mated equipment. 
Do it today! 
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Space 


tor for the Apollo man-to-the-moon 
project. 

The shifting of technical empha- 
sis will bring a sharp war for survival 


among space companies. It has been 
suggested that by 1970, the four 
dozen companies that now dominate 
space research work will have shrunk 
to half that number. By that time, it 
will be extremely difficult for new 
companies to break into the top 
echelons of the space field, too. 
Technology will be moving much too 
fast for anyone to catch up with the 
leaders without tremendous financial 
aid from the federal government. 
And with costs already running at a 
tremendous clip, there’s little chance 
of that. 


4. More jobs and higher skills 


The number of jobs in the space in- 
dustry figures to rise just as sharply 
as the number of really big com- 
panies in the field will shrink. Al- 
ready, the industry has marked it- 
self as what the statisticians call 
labor-intensive—that is, the ratio of 
men employed to dollar value of 
product is very high. By 1975, when 
spending on space—according to 
one educated guess—will reach an 
annual $10-billion, employment in 
the space field will probably be 
running around 1-million. 

That's a ratio of one worker for 
every $10,000 of product. In missile 
work, most nearly comparable to 
space, the 1958 ratio was figured at 
one worker for every $10,893 of 
product. Compare that to other in- 
dustry ratios today: In oil refining 
there's one worker for every $99,- 
566 of product; in construction 
equipment it’s $22,112, in news- 
papers $12,329. 

The predictable increase in em- 
ployment in the space industry jobs 
will not be across the board. There 
will be a tremendous increase in the 
number of skilled, technical, and 
engineering jobs. But there will be 
a lack—certainly proportional, per- 
haps even absolute—in the number 
of unskilled jobs. 

The massive demand for highly 
skilled people will put a heavy 
strain on the entire educational sys- 
tem in the U.S.; schools and colleges 
will be called upon to provide the 
human material for the industrial 
upgrading. If the schools cannot do 
it, the whole national space effort 
will be hobbled. 

Voracity. Experience to date 
shows vividly how space work gob- 
bles up workers. McDonnell Air- 
craft figures that one way and an- 
other 200,000 people were connected 
with the development of the Mer- 
cury capsule. 

Or take the follow-up contract 
for the Apollo manned spacecraft. 
If General Electric wins this job, it 
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figures it will have to add 4,000 to 
6,000 persons to the payroll of its 
Missile & Space Div. at Valley 
Forge. NASA has already added 
close to 200 people to its staff to 
work on Apollo. 

As for the various unmanned 
space projects: At least 100,000 new 
jobs will be opened up when NASA 
really gets going on its projected 
Voyager, Mariner, Prospector, Sur- 
veyor, and Ranger programs. 

It’s equally easy to demonstrate 
why the ratio of skilled to unskilled 
workers will remain very high as the 
space program advances. Booster 
rockets may, in time, get to be fairly 
standard production items. But the 
space vehicles themselves, for a 
very long future, will continue to 
be specially tailored, highly in- 
dividual flying laboratories. 

Each vehicle will have to be hand- 
tooled to its particular mission. 
Even while the booster rockets are 
being built, plans will have to be 
kept flexible enough so that new sci- 
entific and technical discoveries can 
be added to the space craft as they 
appear. 

Clearly, anything remotely re- 
sembling mass production is out of 
the question in space vehicles. It 
will take expert technicians at almost 
all levels to cope with such fluid and 
specialized designs. 

Airframe precedent. The airframe 
industry has already demonstrated 
—if any demonstration were needed 
—how the ratio of the highly skilled 
soars as products become more com- 
plex and less standardized. In the 
wartime days when industry was 
producing a tremendous volume of 
a relatively few workhorse types 
of planes, two-thirds of the em- 
ployees were industrial workers. 
Today, making fewer, bigger, much 
more complicated planes, the in- 
dustry payrolls show only one-third 
of industrial workers; all the rest 
are scientific, technical, and man- 
agerial personn«l. 
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5. The limits of man’s reach 


Few doubts exist today that science 
is equal to the task of exploring and 
exploiting near space. As for similar 
work in deep space, the learned 
consensus is a qualified yes, up to 
the borders of our solar system. Be- 
yond the solar system, the unimagi- 
nable infinities of the universe are 
probably out of man’s reach in dis- 
tance and in time. 

Even in the limited, solar-system 
sense, deep space is still a long way 
from convenient commuting  dis- 
tance, though. There's a formidable 
list of things that will be needed be- 


‘fore man can thrust his inquisitive 


nose beyond the regions of earth 
orbit. 

Equipment must be devised, prob- 
ably of fantastic complexity, to keep 
man alive in the hostile environment 
of space. To a great extent, the 
dangers arent even known yet; 
science still has only the crudest 
notions of what goes on in outer 
space—1,000 miles beyond the 
earth's surface. 

We do know that there are great 
hazards of radiation in deep space, 
but we have no accurate measures of 


its intensity or behavior. One school 
holds that radiation from the sun 
flares out like the spokes of a wheel. 
If that were true, a space craft would 
need to be shielded on one side only. 
But another school holds that radia- 
tion is reflected in space, and so 
would beat on a vehicle from all 
sides. 

Engineers believe that they can 
fend off cosmic radiation, but not un- 
til they have the exact measure of 
the adversary. And before their 
thinking can take blueprint form, 
ultra light and ultra strong materials 
must be developed. Propulsion sys- 
tems that will permit the astronaut 
to pick his own path through space 
must be found; none yet has really 
had a chance to prove that it can do 
the job. 

At every step all this means new 
knowledge of all the phenomena of 
space. To get such knowledge, 
NASA has drawn up a broad pro- 
gram of unmanned but heavily in- 
strumented probes that it will fire in 
the next few years. When man be- 
comes a real part of space explora- 
tion, however, the real test will come. 


6. Pentagon’s four-ply program 


During the 1960s the armed services 
will play second fiddle to NASA in 
the volume of U.S. spending on 
space, but even the second fiddle will 
be an imposing one. 

NASA’s prime role is assured by 
the government’s determination to 
stress the peaceful exploration of 
space. If only for reasons of propa- 
ganda, the stress is likely to remain 
on such peaceful uses at least for the 
duration of the cold war. 

Second fiddle or no, the Defense 
Dept.’s already lively interest in 
space will constantly grow. The tre- 
mendous defense potential of near 
space has already been demon- 
strated. In the field of warning, the 
Air Force has its Midas satellite pro- 
gram for surveillance work. In com- 
munications, the Army has _its 
Courier and Advent series. In ob- 
servation, the Air Force has its 
Samos satellite system. 

The various services, as is so often 
the case, are busily squabbling over 
the ultimate military potential of 
space. There is heavy firing in the 
Pentagon over the channeling of mili- 
tary interest. Will the next generation 
of weapons be space weapons? Will 
“control” of the moon automatically 
carry with it control of the earth? 

Lt. Gen. Bernard A. Schriever, 
head of R&D for the Air Force, 
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breaks down the goals of the mili- 
tary in space into four major fields: 

Strategic missiles. The stress is on 
the continuing development of a stra- 
tegic missile force that, with other 
arms, will effectively stay the hand 
of a potential aggressor. 

Today, the backbone of that force 
is the intercontinental ballistic mis- 
sile, with important support from 
smaller but more flexibly based 
strategic missiles such as the subma- 
rine-borne Polaris. But there is no 
reason to believe that ICBMs and 
IRBMs are ultimate weapons. No 
sure defense against them has yet 
been developed, but both the U.S. 
and Russia are working on the prob- 
lem. Ultimately, a defense will prob- 
ably be found, and the strategic 
value of the long-range ballistic mis- 
sile will deteriorate fast. 

Orbiting vehicles. The immense 
possibilities of space craft became 
apparent as the Air Force evolved its 
Discoverer program of satellites. It 
was found that a satellite could be 
launched into precise polar orbit, 
that a rocket engine could be re- 
started in an orbiting satellite, and 
that a capsule could be recovered 
from orbit at a predetermined time 
and place. 

This knowledge has many applica- 
tions—both civilian and military. For 
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tainer closures. 

RAYON BAG SEWING TWINE that 
yields up to 30% more yardage 
per dollar. 

RAYON STAPLE for insertion in 
necks of pill bottles to prevent 
pill breakage. 

CELLO-CELSIOR® (shredded cello- 
phane) for cushioning delicate 
items. 

RAYON FOR SCRIM—used in lami- 
nation with paper or film to pro- 
vide extra performance at low cost. 


RAYON FOR TEAR TAPES that sim- 
plify the opening of cartons. 


RAYON FOR REINFORCED TAPES to 
seal cartons. Adds strength, tear 
resistance and flexibility. 

RAYON FOR SPECIALTY PAPERS to 
add lustre and texture, or lend 
opacity. 

RAYON AND ACETATE FOR RIBBONS 
used in various types of gift pack- 
aging. 

RAYON FLOCKING for spraying a 
velvety texture on all types of 
decorative containers. 

*Patents pending 


USE THIS SPEED COUPON 


BBP BBBERPPPEDEPDPPB 








American Viscose Corporation 
Packaging Development Service 














1617 Pennsylvania Blvd., Phila. 3, Pa. 

I’m interested in: (Check numbers of products 
on which you want information) 

1. 6. 11. 

2. 7. 12. 

3. 8._ 13. 

4. 9. 14. 

6, 10. 








ATTACH TO COMPANY LETTERHEAD —INCLUDE YOUR NAME 
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How AVISCO CELLOPHANE created 
a hew marketing opportunity 


There had been few changes in egg market- 
ing, packaging and merchandising in 30 
years. A new approach was needed to in- 
crease sales. Recently, Avisco cellophane 
answered this need. It gave egg cartons a 
new, sparkling look. It sealed in freshness 
and flavor longer. And it became the focal 
point of a new and aggressive egg merchan- 
dising program. Today, hundreds of 
supermarkets are promoting eggs in 
Avisco cellophane wrapped cartons, and 
a sales increase of 25% is a common 






occurrence. The new wrap also saves money 
for retailers. It eliminates egg swapping 
and reduces breakage. Even when an egg 
is broken, it won’t leak through the film to 
damage other cartons or soil the display case. 
Avisco cellophane is also low in cost, trouble- 
free. on packaging machines, and it prints 
beautifully. Perhaps it can create a new mar- 
keting opportunity for your product. 
Phone or write for an appointment with our 
representative or a selected Avisco cello- 
phane converter specializing in your field. 


AMERICAN VISCOSE CORPORATION, FILM DIVISION, 1617 PENNSYLVANIA BOULEVARD, PHILADELPHIA 3, PENNSYLVANIA. 
SALES OFFICES ALSO LOCATED IN ATLANTA, BOSTON, CHICAGO, DALLAS, LOS ANGELES AND NEW YORK. 
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HOW TO GIVE ON-THE-NOSE GUIDANCE TO MODERN “FISH” 
UNIQUE N/D LINEAR MOTION BEARING FREES GYRO CAGING ACTION 


The bearing illustrated is an N/D linear motion precision instrument ball bearing. 
It was specially designed and built to heip solve a critical problem in the guidance 
system of a high speed anti-submarine torpedo. 


PROBLEM: Loss of accuracy in torpedo’s guidance system due to hang-up of 
caging arm in gyro assembly. 


SOLUTION: N/D Sales Engineer, in cooperation with manufacturer, found that 
wear of bushing on caging arm caused hang-up, delaying guidance activation. 
N/D Engineers set to work to design and build an instrument bearing that operates 
virtually friction-free. The result: Preservation of the guidance system's pin-point 
accuracy and reliability. 
Should you require ball bearing design information, invite the local N/D Sales 
Engineer to participate in your early design discussions. He represents one of the 
industry's largest engineering staffs devoted exclusively to the design and develop- 
ment of miniature and instrument ball bearings. Or, write for new KR 
& 


Miniature and Instrument Ball Bearing Catalog, Department L.S., 
New Departure, Division of General Motors Corp., Bristol, Conn. 
MINIATURE AND INSTRUMENT BALL BEARINGS 
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Space 


the civilian, it points to the not far 
off possibility of a working communi- 
cations network and of world-wide 
weather observation by satellites. For 
the military, it means secure and re- 
liable communications, particularly 
in the polar regions across which an 
air attack on the U.S. would most 
likely come. It also means, in a not 
too distant future, having satellite 
systems that could not only detect 
but also intercept enemy missiles. 

Piloted vehicles. The military 
wants to see what man can do in 
space in a vehicle of which he is the 
master. Schriever says the Mercury 
trips of Cmdr. Alan B. Shepard and 
Capt. Virgil Grissom were a long first 
step in this direction, but the first 
two U.S. astronauts were still pas- 
sengers for most of their flights. This 
is not nearly enough for the Air 
Force—which wants to send up a 
man in a vehicle that he can com- 
pletely control and maneuver. From 
this can be learned whether an 
orbital bomber is feasible. 

The X-15 rocket plane has already 
supplied valuable developmental in- 
formation, but the real test will be 
Dyna-Soar, the manned _boost-glide 
space craft. Schedules call for Dyna- 
Soar to achieve sub-orbital flight in 
1963 or 1964, and orbital flight a 
year later. 

Basic research. The Defense 
Dept. is lending support to a variety 
of fundamental research programs 
related to space. Just in the area of 
bioastronautics, it is backing work in 
such fields as the feeding of man in 
space, weightlessness, and radiation 
shielding. Both the Pentagon and 
NASA are behind work on advanced 
rocket systems, including ion and 
plasma propulsion, to power vehicles 
once they have been hurled out of 
the earth’s atmosphere. 

Rocket boosters to get its space 
craft aloft are still taking a big bite 
of the military space research dollar, 
too. The largest new research items 
in the defense budget—accounting 
for $1.1-billion out of a total defense 
research budget of $4.8-billion in 
fiscal 1962—are aimed at develop- 
ment of a first-stage multimillion- 
pound, solid-fuel rocket booster and 
a new upper-stage rocket engine for 
Titan I. 
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7. The moon is 
NASA’s big target 


In factories, laboratories, and engi- 
neering drafting rooms all over the 
U.S., experts are pecking away at 
fractions of the huge space program. 
An increasing share of the fractions, 
and of the wholes into which they 
will be fitted, belongs to NASA. 
Civilian space work, which in its 
infancy fed on crumbs from the 
military table, now sits in the mas- 
ters seat. 

In its projects, the ever-growing 
giant NASA still splits its work into 
the three big fields that the agency 
decided on when it was first created. 
Those  divisions—manned _ space 
flight, unmanned space flight, and 
launching vehicles—provide _ the 
handiest framework for surveying 
NASA’s progress and aims. 

Manned space flight. On May 5, 
when Cmdr. Shepard and his Mer- 
cury capsule completed the first U.S. 
ride to the fringes of space, NASA 
had in effect completed the first step 
of its program for manned flight. 

Within the next four months, 
the second step will probably be 
attempted—putting a manned Mer- 
cury into orbit for three turns around 
the earth. The third step—a truly 
giant stride—will be the launching 
of a three-man Apollo space craft 
into lunar orbit. This shot is now 
scheduled for 1966 or 1967. 

Finally, comes the ultimate goal 
of the whole Apollo project, a 
manned landing on the moon. Pres. 
Kennedy has already made that goal 
a top priority before 1970; NASA 
has $500-million for Apollo just for 
this year. 

Existing scientific knowledge in- 
dicates that the Apollo program can 
probably be carried out successfully, 
but at tremendous cost; perhaps $20- 
billion or $30-billion by the end of 
the decade. 

For success, though, a booster of 
staggering size and complexity will 
be needed. This assignment is now 
scheduled to go to Nova, which 
should be able to hoist a payload 
nearly 50 tons to the moon. Nova, 
although still in the conceptual stage, 
should be available in the late 1960s. 
But power is only one of the necessi- 
ties of Apollo. Means must be found 
to support the life of its crew for the 
roughly seven days of the round-trip 
to the moon. Reliable materials and 
electronic controls for the capsule 
must be developed and then per- 
fected. And a way must be found to 
insure safe re-entry for the three-man 
Apollo—from the near void of space 
back into heavy earth atmosphere. 
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Space craft in the sky 


In the coming decade, satellites and space 
ships launched by the U.S. and Russia—and 
other nations—will be orbiting and soaring 
in ever-increasing numbers. 

Some will be unmanned electronic labs, 
automatically relaying new information to earth. 
Others, bigger and more complex, will 
have men at the controls, with interplanetary 
flight the goal. 

Here is a sample of what the U.S. will 
be firing after the Vanguards, Explorers, 
and Discoverers of today: 


Unmanned ‘ 
Weather information 
So TV-equipped satellites, already tested 
Nimbus . more refined satellite, due for 1962 launching 
Aor s«si‘i‘( (‘R#CR 24-hour hovering satellite, now under consideration 
Communications aid 
ao big balloon-type ‘‘passive’’ satellite already tested 
Courier..... active repeater satellite, already tested 
Advent ..... 24-hour hovering repeater satellite 


Moon and interplanetary flights 

Ranger ..... series of small space craft, resembling 
oil derricks, to land on moon and send 
back data; first to be launched soon 

Mariner ....Ranger-type craft, outfitted with different 
instruments, to fly close to Venus 
and Mars and transmit back information 

Surveyor .. . . capable of “‘soft’’ landings on the moon 
with 100-300 Ib. of equipment 

Prospector .. mobile lab, looking like a three- 
wheeled truck, for exploring moon's 
surface in a 50-mile radius 

Voyager .... designed to eject an instrumented 
capsule to penetrate Mars’ and Venus’ 
atmosphere, and perhaps land on them 


Research and development rocket plane, 
now being tested 


. rocket-launched glider for space travel 
Mercury . . earth-orbiting space craft 
Apollo...... three- man space craft © Business Week 





SPECIAL REPORT 93 























94 


Multi-million-dollar 
vote of confidence in Kentucky 


Logan T. Johnston, 
President, 
Armco Steel Corporation 


ODAY more than ever before in 

history, Kentucky offers the Nation’s 
greatest industrial opportunities. Why? In 
January, 1960, Kentucky’s Governor 
Combs and Lieutenant Governor Wyatt 
announced a multi-faceted program to 
supplement the State’s abundant natural 
advantages for industry. Today, every one 
of the many projected activities has actu- 
ally been launched. 

Result: In the past 18 months more new 
plants and expansions have been an- 
nounced or actually completed than in 
any like period in history. Armco Steel 
Corporation, for example, is spending a 
major share of $95,000,000 to expand its 
plant in Kentucky. Armco’s president, 
Logan T. Johnston, says, “Kentucky has 
many advantages . . . natural resources, 
rail and water transportation, central loca- 
tion, and most important, Kentucky has 
hard-working, intelligent, self-reliant peo- 
ple. We like the business climate and we 
expect to grow with Kentucky.” 

Let us tell you about the many com- 
petitive advantages a Kentucky plant site 
can offer your company. Address: Lt. 
Gov. Wilson W. Wyatt, or E. B. Kennedy, 
Commissioner, Dept. of Economic Devel- 
opment, 300 State Capitol Bldg., Frank- 
fort, Kentucky. 


COMMONWEALTH OF 


KENTUCKY 


SPECIAL REPORT 





Armco Steel Corporation recently 
announced a $95,000,000 expan- ; 





Kentucky offers 
many competitive 
advantages... 


LOCATION—68.4% of Nation’s popula- 
tion within 500 mi., 38.1% within 300 
mi., 21% within 200 mi. 


FINANCING PLANS — more industrial fi- 
nancing plans (five) than any other 
State in the Nation. 


TRANSPORTATION FACILITIES — served 
by 4,000 mi. of track, 20,000 mi. of 
State-maintained highways, more miles 
of navigable rivers than any other 
State, seven major airlines. 


POWER CAPACITY — sufficient public 
and private reserve capacity readily 
available to supply the needs of any 
new or expanding industry. 


WATER RESOURCES — Kentucky has 
adequate ground and surface water to 
fulfill all present and future needs. 


LABOR FORCE — survey of Kentucky’s 
1,000 largest manufacturers shows 
94% consider their labor productivity 
from average to very high. 


COAL RESERVES — third-largest bitumi- 
nous coal-producing State with two 
large, widely separated fields. 


NATURAL GAS — more than 90 of Ken- 
tucky’s 120 counties have natural gas. 


RAW MATERIALS — Natural: coal, nat- 
ural gas, oil, limestone, silica sand, 
fluorspar, ball and fire clay, timber. 
Manufactured: chemicals, metals, plas- 
tics, coke, synthetic rubber, to name 
only a few. 


RESEARCH FACILITIES — New Spindle- 
top research facility is a three-way 
partnership: the State, University of 
Kentucky and private industry 
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Space 


Unmanned space flight. As might 
be expected, NASA’s plans for un- 
manned space flight are further ad- 
vanced than its manned space flight 
schedule. An experimental meteoro- 
logical research satellite has already 
proved its worth; expected to follow 
it next year is Nimbus, the working 
version of a meteorological system. 
After that will come Aeros, a 24- 
hour hovering satellite that is ex- 
pected to exceed its predecessors in 
lifespan and ability to help in long- 
range weather forecasting. NASA 
also has many other unmanned space 
projects well along the development 
road, 

Launching vehicles. Clearly, suc- 
cess of most future space projects 
depends on the development of a 
new order of launching vehicles. For 
these jobs NASA has projects that 
run the whole gamut from the 
“economy four-stage Scout—to put 
small payloads in low earth orbits— 
to the giant Nova whose 12-million- 
Ib. first-stage thrust is designed to 
carry Apollo. 

Centaur, which will be flight 
tested this year, will be able to lift 
an 8,500-Ib. payload into a 300-mile 
earth orbit, or to carry a 2,500-Ib, 
package for hard landing on the 
moon. 

Then, with Saturn C-1, NASA’s 
payload capability will be doubled. 
In reach will be 5,000-Ib. payloads 
snatched clear out of the clutching 
grasp of the earth’s § gravitational 
field, and 20,000 Ib. able to be put 
into earth orbit. 

And still further ahead is Saturn 
C-3, with its twinned F-1 rockets, 
each able to exert a first-stage thrust 
of 1.5-million Ib. 

Soviet plans. Nobody knows for 
sure what the Russians are planning 
to do in space in the years ahead. All 
their space work is in the hands of 
the military—and under tight se- 
curity wraps. 

Few Westerners doubt, however, 
that the Russians will continue to try 
to get as much propaganda mileage 
as possible from their program. With 
rocket boosters more than three 
times as powerful as the ones we 
now use, the Russians can be ex- 
pected to exploit this lead for some 
time to come. 

Mstislav Keldysh, president of the 
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This 30 by 40 foot man-made island on Venezuela’s 
Lake Maracaibo — which gathers, separates and pumps 
100,000 barrels of crude oil per day—will operate com- 
pletely unattended with an electronic supervisory system 
designed, built and installed by Texas Instruments. 


This automated handling of crude oil production from 
48 outlying. wells means money savings in operation 
and maintenance, and maximum production. Since this 
installation, the producer has ordered TI electronic 
equipment for two similar flow stations in Venezuela. 


The TI process control system monitors flow and pres- 
sure from each oil source; monitors and controls all 
functions of flow station operation, including automatic 
start-up, shut-down and well testing; and throughout the 
entire operation logs complete records of production and 


TEXAS 


rely on T/1! 





isolated command post for 48 oil wells! 





Texas Instruments process control system supplies Vene- 
zuelan Sun Oil Company with complete control over the 
production of 48 outlying oil wells: from this 100,000- 
barrel-per-day automated production platform in the 
center of huge Lake Maracaibo. 


testing into punched paper tape. In case of a malfunction 
— for example a pump or engine failure — the system 
analyzes the situation, takes corrective measures, and 
sends classified alarm information to the remote moni- 
toring station by radio. A maintenance engineer can 
then go to the seat of the trouble without repeating 
corrective measures already taken automatically. 


This electronic operation is only one of many Texas 
Instruments process control systems in use throughout 
the world in oil and industrial operations. Capacity for 
the design and application of such precise instrumenta- 
tion has grown from the experience and requirements 
of TI’s oil-exploring Geophysical Service Inc. These have 
been advanced by developments in TI’s other major tech- 
nologies—semiconductors and components, military and 
civilian electronic systems, and materials and metallurgy. 


INSTRUMENTS 


INCORPORATED 


HEADQUARTERS: P. O. BOX 5474. DALLAS 22. TEXAS PLANTS: ATTLEBORO. MASS. * DALLAS & HOUSTON, TEXAS 
VERSAILLES, KENTUCKY « BUENOS AIRES, ARGENTINA « ELIZABETH & FINSBURY, AUSTRALIA * BEDFORD, ENGLAND 


BONNEVILLE & NICE, FRANCE *« ALMELO, HOLLAND « AVERSA, ITALY « MEXICO CITY. MEXICO 
OFFICES IN 85 PRINCIPAL CITIES OF THE WORLD 
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submarines. 


DESIGNERS 


Transmission 
Airframe 


Electrical 


ANALYTICAL 


Aerodynamicists 
Stress Analysts 
Helicopter 


DRAFTSMEN 


Layout 
Detailers 


TEST ENGINEERS 
Flight Test 
Structural Test 
Static and Dynamic 


St. James, L. I., N. Y. 


* 





ENGINEERS: 


Prix for its competitive performance on June 1, 1961 at the International 
Air Show, Le Bourget, Paris, France. 


It is this kind of pioneer engineering that has resulted in Gyrodyne’s Drone 
—the DSN pilotless, remotely controlled, weapons carrying helicopter hav- 
ing been selected by the U. S. Navy for the ASW DASH program. DASH 
consists of Gyrodyne Drones and Navy Destroyers with the necessary ship- 
board equipment to launch, control, guide, and retrieve the Drone. This 
combination gives the Navy a new long-range striking force against enemy 


Powerplant Installation 
Equipment Installation 


Stability and Performance 


Mechanical Design Checkers 


Join the team that developed and de- 
signed the ROTORCYCLE—the coaxial 
one-man helicopter awarded the Grand 


These types of projects are creating career openings at various levels, for 
graduate engineers experienced in the following fields: 


MANUFACTURING ENGINEERS 
Tool Design 

Tool Design Checkers 

Shop Liaison 

Vendor Liaison 


AVIONIC SYSTEMS ENGINEERS 
Autopilot 

Digital Data Link 

Radar Tracking 

Ground Control Equipment 


CONTRACT ADMINISTRATION 
ENGINEERS 


Electronic Systems 
Electronic Components 
Electronic Support Equipment 


PRODUCT SUPPORT ENGINEERS 
Publications 

Electronic Equipment 

Field Service 

Training 


Applicants interested in the possibility of becoming associated with a pro- 
gressive organization located in one of the most beautiful suburban resi- 
dential areas on Long Island, are requested to submit confidential resumes 
to our Personnel Director, Dept. BW, Gyrodyne Company of America, Inc., 


yrod 71@ 


COMPANY OF J/AMERICA,/NOo oe 


An equal opportunity employer. 
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Space 


Soviet Academy of Sciences, made 
this clear in the wake of Maj. Titov’s 
earth-orbiting journey. He predicted 
that mankind soon will realize the 
age-old dream of voyages to the 
moon, Mars, and Venus. Vostok II, 
Titov’s space capsule, can’t be used 
for such flights. But other Soviet 
space ships, now in the making, can 
—and will. 

Before the meeting of the Com- 
munist Party Congress in mid-Octo- 
ber, the Russians will attempt their 
next major space shoot—perhaps the 
orbiting of a man for four to seven 
days around the earth, or maybe the 
orbiting of two men for a shorter 
time. Either shot would have great 
propaganda value and would be 
right in line with the Soviet record 
of logical, step-by-step moves into 
space. 

NASA’s handicap. There is no 
chance that either NASA or the De- 
fense Dept. will be able to compete 
with such spectacular flights this 
year or early next year. The U.S. 
simply lacks enough booster power 
to lob into space the large capsules 
that are needed for extended 
manned flights. 

But this second place in booster 
power now won't necessarily mean 
that we will lag later on in the space 
race. On this point, James E. Webb, 
NASA’s current administrator, is 
clear. Once our program to develop 
more powerful boosters begins to 
pay off—and manned exploration of 
the moon and the nearer planets 
begins—we may be able to leapfrog 
the Russians and more than match 
them in manned exploratory space 
flights. 


REPRINTS AVAILABLE 

Single copies of this special 
report will be available in about — 
four weeks to Business Week | 
subscribers upon request with- 
out charge. Other copies will be 
billed at 50¢ each. Prices on 
quantity orders on request. Ad-— 
dress orders for reprints tg Re- . 
print Dept., Business Week, 330 — 
_ West 42nd Street, New York 36, 
= he: foe 
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Administration 
shoots for 
free trade 


Coping with 
Common Market 
trade barriers 


Lloyd says: 
Join EEC 
but don’t invest 


In France 
trouble brews 
under surface calm 


International outlook Bit 


August 19, 1961 


How to meet the Berlin crisis (page 25) isn’t the only big foreign problem 
the Administration is wrestling with. At the White House and the State 
Dept., top officials are looking beyond Berlin at the question of U.S. trade 
policy and how it should be shaped to keep the U.S. in tune with develop- 
ments abroad. 

These officials are thinking in big and bold terms—probably too bold for 
the taste of Congress and U.S. industry. They want to revamp completely 
the Reciprocal Trade Agreements Act when it comes up for renewal next 
June. The main adviser to the White House on this shift will be Howard C. 
Petersen, now president of the Fidelity-Philadelphia Trust Co. 

Under the new policy the U. S. could go in for across-the-board, automatic 
tariff cuts of the kind the European Economic Community makes. At present, 
we make reciprocal cuts item by item. 

The ultimate goal is to fit the U.S. and Western Europe into a virtually 
free trade system. Japan, Canada, ‘and the developing nations of Latin 
America, Africa, and Asia would be linked into the system. 


Britain’s decision to join the Common Market in Europe has forced the pace 
of Administration planning. U.S. officials believe that British-EEC negotia- 
tions will move fast. Six months for the merger, rather than the year or more 
usually mentioned, is the time limit Washington now figures on. 

If that’s a reasonable forecast, say these officials, the U.S. has to be in a 
position soon afterward to start knocking down the common barriers against 
U.S. goods that will be set up around a market of over 200-million people. 
We also need some leverage to see that Latin America gets a fair break in this 
market in competition with the many African nations that will be tied in with 
it. Otherwise, the obstacles to making a success of the Alliance for Progress 
(page 34) will be even larger than they now are. 


Though Britain may join the European Economic Community (EEC) soon, 
British businessmen won't be able to make investments or put up plants 
there with any ease. For Whitehall is proposing to crack down on invest- 
ments outside the sterling area to help bolster Britain’s balance of payments. 

Chancellor of the Exchequer Selwyn Lloyd is going to limit such invest- 
ment unless a proposed project promises to bring Britain cash benefits 
within one year or 18 months (details are not yet settled). Lloyd says that 
slowing investment outside the sterling area will permit the pound sterling 
to regain strength faster. 

British businessmen, of course, oppose the program. They say it would 
mean a grave loss of opportunities in the EEC. 


The atmosphere in Paris still is uneasy, with nightly explosions of plastic 
bombs, conspiratorial whisperings, the appearance of gendarmes with sub- 
machine guns at government buildings. 

Extreme rightist groups want to settle Algeria their own way. To do that, 
they hope to win over the Army, then put pressure on Pres. de Gaulle— 
and if necessary overthrow him. That would mean major fighting. 

The Communist Party, meantime, is lying low. It hopes a right-wing 























Nasser completes 
nationalizing of 
foreign companies 


No collective 
action against 
Fidel Castro 


What U. S. 
will do now 
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International outlook continued 


putsch will bring about a new popular front with the non-Communist left. 

To outsiders, France may appear calm, stable. Yet generals condemned 
to death for the abortive April plot in Algeria are still at large. 

The authorities say nothing is wrong. This week, however, 3,000 special 
guard units moved into the Paris region, stationed mobile squads at strategic 
points in the city, stopped and searched cars at random. Government spokes- 
men called it a dry ran—to meet any troubles. 


Ever since Suez five years ago, Pres. Nasser has been pushing the United 
Arab Republic toward total nationalization of the economy. 

Now, the Arab leader has nearly reached his goal. He has completed 
taking over the nation’s last 400 major companies. Only specialized retail 
companies and cottage industry remain in private hands. 

Nasser’s decrees, announced over the past two months, had been expected 
—but not so soon or in such quick succession. The Arab leader’s own 
ministers had suggested that a long breathing period was in store for 
private enterprise. 

Then, too, Nasser has been trying for more Western aid and trade. This 
has suggested to foreign businessmen that he might go light on state owner- 
ship, at least with companies backed by U.S. and West European interests. 

In stepping up his timetable, Nasser is getting back in the Arab lime- 
light. The headlines lately have been going to Premier Kassem of Iraq for 
his moves against Kuwait and to Tunisian Pres. Bourguiba for his fight 
against the French at Bizerte. 


The U.S. has failed to persuade the Latin American nations to join in col- 
lective political or economic action against Fidel Castro’s government in 
Cuba. That’s clear from what happened at the Punta del Este meeting on 
the Alliance for Progress. 

The U.S. did not plan to ask for joint action on Cuba, in return for our 
giving financial aid to Latin countries. But the delegation hoped to stimu- 
late interest in a later conference at which Castro’s regime would be cen- 
sured for its evident alignment with the international Communist movement. 

Ernesto “Che” Guevara, the skillful Cuban delegate, successfully scotched 
political moves against Cuba during the meeting, although he was not so 
successful in his own efforts to get support. Most Latin American govern- 
ments officially say that the Cuban affair is a dispute strictly between the 
U.S. and Cuba. 

Privately, most Latin American governments are unhappy with Castro's 
long-standing campaign to export Fidelism—his brand of social and eco- 
nomic revolution. But they won’t move against the Castro government 
because Fidelism, as a movement of social protest, has tremendous popular 
appeal. 


To contain Fidel Castro from now on, the U.S. will: 

« Try to eliminate the causes of Fidelism. The Alliance for Progress will 
attack poverty, disease, and illiteracy, the breeders of Fidelism. 

« Put whatever pressure it can on him to make life difficult. Washington 
may invoke the Trading with the Enemy Act to stop completely trade with 
Cuba and further pinch its hard-pressed economy. And no U.S. aid funds 
will go to Cuba, regardless of its position vis-a-vis the Alliance for Progress. 


Contents copyrighted under the general copyright on the Aug. 19, 1961, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Compacts: 
bargain in 
economy? 


Study explores 
operating and investment 
costs of smaller cars 


American car buyers, including fleet 
owners, will face the most difficult 
shopping decision in years when 
1962 models appear in dealer show- 
rooms in September. They will see 
more models and more sizes than 
they have in many, many seasons. 

The confusion, particularly if the 
customer is hunting for economy (or 
thinks he is ), will be more confound- 
ing than it already is. In addition to 
the small, compact, and standard- 
size cars, there will be some inter- 
mediate or not-so-small cars—sort of 
halfway between the standard size 
and the compact size (excluding the 
foreign makes such as Volkswagen). 

Like the compacts, these new in- 
termediates are being promoted as 
economy cars, even though the econ- 
omy, like the size, is sort of halfway 
between the compact and standard. 

But nobody is sure just yet how 
economical the smaller cars really 
are—compared to the bigger broth- 
ers of the compacts. When the Big 
Three produced their compacts in 
1960 (Rambler had already been 
around for some time), the major 
emphasis was on economy with 
visions of lower motoring costs by 
the customer and promises of the 
same by the makers. 

Now, with the 1962s about to ap- 
pear, the industry is certain to add 
even more confusion about what is 
and what isn’t economy. 

Facts and figures. With this in 
mind, a leading fleet-leasing and 
management firm, Peterson, Howell 
& Heather of Baltimore, Md., made 
a study of motoring costs gathered 
from the statistics it has to maintain 
for itself and its customers. The 
study is being circulated widely in 
Detroit and holds at least some of the 
answers to car buyers’ search for in- 
formation on the compacts’ economy. 

The single major conclusion out 
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(1) Compacts are a little cheaper to run... 


Cents per mile 


Total cost per mile 
¢7.18 
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Valiant 





Standard vehicles* 
¢7.63 





*Chevrolet, Ford, Plymouth 


but more expensive to maintain and repair... 


Cost and maintgnance per mile 

















































1960 models 
30 Corvair 
Valiant 
40 
Falcon or es 
“Standard 
30 vehicles* 
a 
10 
ol ] l ! | J 
0 5,000 10,000 15,000 20,000 25,000 
Average speedometer reading 
*Chevrolet, Ford, Plymouth 
So far, they haven’t depreciated as fast 
as standard models 
Depreciation rates in dollars in one year Plymouth 
Ford $1030 
$949 
Chevrolet 


$819 
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Data: Based on computations from PH & H studies 
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How to up-date 
weighing methods 


and prevent erosion of profits 





PRINTWEIGH® RECORDS 


leave nothing to chance, guesswork or “memory” 


Complete, accurate, printed weight records 
at your fingertips! That’s what you get when 
you have Toledo Printweigh ‘‘400” at work 
for you. Printweigh is the modern way to 
satisfy your need for weight records that 
assure tight control of costs, quality, inven- 
tories and customer billing. 


With Printweigh, you'll never again be 
plagued by human errors in reading, remem- 
bering and recording weights. You'll enjoy 
new flexibility and efficiency in weighing, 
too. Printweigh gives you weight records in 
fully identified figures on tickets, strips, 
sheets or labels. It will transmit weight data 
electrically for recording on remote office 
machines. Printweigh Scales are offered in 
a full range of industrial types and capacities. 


Remember . . . materials become money 
on your scales. Losses lurk in inaccurate, 
incomplete weight records. You need Print- 
weigh to guard costs and quality, eliminate 
profit-stealing weighing errors. Ask your 
Toledo representative for full details on 
Printweigh, or WRITE FOR BULLETIN 
2017 TODAY. TOLEDO SCALE, Division 
of Toledo Scale Corporation, Toledo 12, Ohio. 
(Toledo Scale Co. of Canada, Ltd., Windsor, Ont.) 





SERVICE 


Factory-Trained 
240 Cities 
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FLOOR SCALE 


Toledo Printweigh 
Scales are available in 
a full range of models, 
including Built-in Hop- 
per, Tank, Overhead 
Track and Motor Truck 
Scales, in addition to 
the models shown 
above. 
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of all the data, as PH&H sees it, is 
this: Take a second look before you 
switch your fleet into compacts. 

Naturally this is addressed to busi- 
nesses where economic operation is 
important for profit-and-loss reasons. 
But the figures can apply to individ- 
ual owners too. 

Looking at the over-all comparison 
of compact vs. standard cars, PH&H 
pale that in certain areas, such 
as fuel savings, lower initial cost, tire 
costs, and the like, compacts do show 
a savings. But other factors must be 
considered; when they are, PH&H 
questions whether the compact car 
is as economical as it may seem at 
first glance. 


I. Operating costs 


Compacts generally are decidedly 
more economical to operate, but not 
quite so much so as customers might 
think or advertising might claim. 

PH&H compares the cost of oper- 
ating compacts with a group of 8- 
cylinder Chevrolets, Fords, and 
Plymouths with automatic transmis- 
sions. In fuel economy, six compacts 
gave anywhere from 0.2 miles per 
gal. less (the Rambler § with auto- 
matic transmission) to 4.6 miles per 
gal. more (Falcon 6 with automatic 
transmission) than the standards. 
Converting this to fuel costs per 
mile, the range for compacts was 
1.56¢ all the way up to 2.05¢ com- 
pared to any average of 2.02¢ for 
standard makes. 

Specific. Take the Corvair as an 
example. Fuel costs run 0.27¢ less 
per mile; in two years or 20,000 
miles, the fuel savings would be 
about $54. On the Falcon that sav- 
ings would hit $92. 

But, over a two-year period, re- 
pairs start cutting into that advan- 
tage. PH&H estimates the repair 
costs of a Corvair at 20,000 miles to 
average about 0.07¢ per mile (or 
$14) more than the standard cars. 
So the two-year fuel savings are cut 
to $40. 

PH&H admits that 1960 being the 
first year for the compacts, they may 
have had some engineering bugs 
that are now worked out to lower 
repair and maintenance. 


ll. Investment costs 


Initial prices used by PH&H in its 
study give the compacts an edge of 
between $261 to $446 less than for 
the standards selected. But it points 
out that these figures are tricky: 
“Price comparisons are almost end- 
less. The Plymouth costs $332 more 
than the Valiant, but the Chevrolet 
Biscayne costs $54 less than the 
Rambler Classic 8. The Rambler 
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Raise Your Efficiency 


Just as progress is the product of the right action at the 
right time, so profitable production often depends upon 
the efficient transfer of the right materials when and where 
needed. Manning, Maxwell & Moore traveling cranes be- 
gan to cut the cost of keeping materials on the move for 
industry in 1888, Today—under the trade names Shaw- 
Box, Load Lifter, Budgit, and Tugit—MMM builds many 
types of cranes, hoists, and other lifting specialties. Now 
any company can have exactly the right overhead load 








handling equipment for each job. 

MMM also helps many industries measure, control, and 
protect processing operations with pressure gauges, ther- 
mometers, temperature and pressure regulators, safety and 
safety relief valves, and shut-off valves. 

District offices and industrial distributors in the United 
States and Canada, as well as agents and manufacturing 
licensees throughout the world, are at your service. Your 
inquiry is invited. 









Ashcroft Ashcroft Budgit Budgit and Shaw-Box 
A Ga d = Temperature ~ 4 Load Lifter Overhead 
Hancock —— cuieea COPD and Pressure Ashcroft pera Air and Electric 
Bronze and ety Reli Transmitters Regulators Industrial Electric Hoists Traveling 
Steel Valves Valves Thermometers Cranes 


MANNING 


Canada: Manning, Maxwell & Moore of Canada, Ltd., Gait, Ontario . 
Moore S.A., Fribourg, Switzerland « Latin America: Export Division, Chrysler Building, New York, N.Y. 


MANNING, MAXWELL & MOORE, INC. 


An industrial Company That Serves All Industry > 


Executive Offices: Stratford, Connecticut 


Europe: Manning, Maxwell & 

















ARE YOU 
LOOKING FOR 
INCOME NOW, 
INCOME LATER 
---OR BOTH? 





The Parker Corporation is 
distributor of mutual funds 
with two different goals: 


Incorporated 
Income Fund 


A mutual fund investing in a 
list of securities selected for 
current income. 


Incorporated 
Investors 


A mutual fund investing in a 
list of securities selected for 
possible long-term growth of 
capital and income. 


SEND FOR FREE PROSPECTUS 


THE PARKER CORPORATION 8W-8 
200 Berkeley St., Boston, Mass. 


Please send me prospectus on: 


(_] Incorporated Investors 
(J Incorporated Income Fund 
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Classic 6 costs $184 more than the 
Comet, which costs $305 less than 
the Ford Fairlane.” 

All in all, if a typical company 
fleet switched from  middle-line 
standards of the Big Three to their 
compact counterparts, PH&H fig- 
ures the average savings per car 
would be $305 a year. 

Depreciation factor. But now de- 
preciation comes into the picture, 
which can wipe out initial cost sav- 
ings. It is thus far difficult to get a 
reading on compact depreciation. 
For instance, at the time of the 
study, only three Comets had been 
sold at used car auctions. 

Generally, though, PH&H_ finds 
that compacts depreciate at a faster 
rate, but on a dollar basis the com- 
pact figure is less. 

The problem is the whole depre- 
ciation picture can change quickly 
as more compacts come onto the 
used car market. What’s more, the 
advent of the new middle-size com- 
pacts is bound to affect the deprecia- 
tion rates of the smaller compacts. 

As far as insurance is concerned, 
the 10% discount offered on com- 
pacts in most states has restrictions 
that exclude some of the cars; and 
the average discount on premiums 
amounts to just $7.20 a year. 


Il. In summary 


Adding everything _ together, 
PH&H data covering fuel, oil, main- 
tenance, tires, rental (and deprecia- 
tion), insurance, license, taxes— 
everything including tolls—the com- 
pacts total costs over a two-year 
period average 0.56¢ per mile lower. 
For 20,000 miles that is $112. 

Against that savings (always con- 
sidering rapid depreciation can wipe 
it out) PH&H points out that com- 
panies used to providing full-size 
cars for their salesmen must take into 
consideration driving use—the load 
and the length of the salesmen’s 
daily travels. 

Besides this, PH&H_ experience 
shows it is preferable to buy fully 
equipped cars—automatic transmis- 
sion, V-8 engines, power steering, 
radio, de luxe heater, and in some 
parts of the country air conditioning. 
One reason: Such cars have better 
recovery value in the used car mar- 
ket. Stripped down, honest-to-good- 
ness economy cars are a drug on the 
market. If that applies to compacts, 
then the purpose of economy-type 
cars loses some of its punch. 

As PH&H puts it, it all adds up to 
the fact you can get economy, size, 
prestige, performance, and luxury. 
But it’s virtually impossible to get 
them all—and wind up with econ- 
omy. End 











THE BANK 
BACKING 

THE BOOM 
IN JAPAN — 





Comprehensive banking service and the 
closest ties with top industrial and 
commercial firms. That is how Nippon 
Kangyo Bank helps to supply new energy 
to Japan's dynamic economy. 

The remarkable GNP growth rate of 
9% p.a. is a national, not an_ institu- 
tional achievement. But the hard fact 
remains that “Promotion of Industry and 
Trade” is what “Kangyo” stands for. 


ESTABLISHED: 1897 


NIPPON KANGYO BANK 


HEAD OFFICE: Hibiya, Tokyo 
122 Branches throughout Japan 
NEW YORK OFFICE - 

Rm. 2706, Singer Bidg., 149 Broadway, 
New York 6, N.Y. 
LONDON OFFICE - TAIPE] BRANCH 

















The nicest things happen to people who carry 
FIRST NATIONAL CITY BANK 


o TRAVELER 
CSCHECKS =. 











AMONG LEADING GENERAL-BUSINESS 
NEWS MAGAZINES . . . 


Business Week is the MOST REGULARLY 
READ by financial analysts 


. . . iS found MOST USEFUL by financial 
analysts. 


And financial analysts place the MOST 
CONFIDENCE in Business Week. 


SOURCE: a 1960 survey of financial analysts listed in 
the 1961 Directory of the National Federation of 
Financial Analysts Societies by Crossley, S-D Surveys, 
Inc. 
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ALMOST ANYTHING CAN BE IMPROVED. 
IN PLASTICS MOLDED BY GENERAL AM 


——— Sepnenitieninieen a e 


RICAN 





AMF wanted a durable, lightweight, inexpensive child’s car body. General American helped provide the answer. 


Every youngster can now drive around in style—and the 
Junior Toy Division of AMF Industries has an exception- 
ally marketable entry in the truly compact car field. By 
replacing metals with molded plastics in the body and 
steering column, General American helped AMF save over 
two-thirds on tooling costs alone. What’s more, there are 
fewer assembly operations and the color is molded right 
in. Even silk screening on the sides is done by General 
American before these components are delivered to 
AMF. The lighter weight cuts shipping costs, too. 

Resourceful solutions to plastics problems are to be ex- 





GENERAL AMERICAN TRANSPORTATION CORPORATION 


135 South La Salle Street * Chicago 3, Illinois * Offices in principal cities 


pected at General American, where plastics specialists 
are backed by the largest and most varied molding facili- 
ties in the world. For the Space Scout, General American 
specialists helped engineer the components, made and 
tested the prototype, developed the method of silk 
screening, and then molded the parts of high density 
polyethylene. 

If you'd like to move more profitably 
into plastics, you'll certainly find it pays 
to plan with General American. 











Plastics Division 
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Not branches, but ‘twig’ stores 


Hudson’s department store of Detroit is meeting competition 
from discounters by setting up small quick-shop, 
budget units that match the hours and locations of the chains 


Detroit’s very proper, image-con- 
scious J. L. Hudson Co., which runs 
what is probably the nation’s biggest 
single-city department store opera- 
‘tion, figures it has been taunted long 
enough by discounters. When the 
low-overhead merchants burst on the 
retailing scene around five years ago, 
Hudson’s politely informed its cus- 
tomers that “you-pay-no-more-at 
Hudson’s.” Since then it has quietly 
backed that claim by matching any 
price in the city. 

Now Hudson's is going to meet the 
discounters on their own ground, as 
have other major retailers [BI Apr. 
29°61,p112]. That’s because the dis- 
counters have cut into the operation 
of the approximately $225-million- 
volume store. And this year more 
major discount chains are moving 
into Detroit (among those rumored: 
Spartans and E.J. Korvette) with 
plans to open upward of 11 stores. 





Pres. J. L. Hudson, Jr., will meet the 
discounters’ challenge. 
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Hudson’s genteel stance is gone. 

Tough answer. Its first swing at 
discounters will be a series of check- 
out, modified self-service, budget 
“twig” —rather than full-scale branch 
—stores. In a tough voice, Hudson's 
told Detroiters early this month that 
the twigs were its answer to retailing 
“parasites who have never con- 
tributed one nickel” to Detroit’s eco- 
nomic welfare. 

The twig stores—Hudson’s is 
eschewing the discount designation 
—will put Hudson’s on an equal foot- 
ing with today’s new retailers by pro- 
viding the hours and locations, as 
well as prices, which independent re- 
searchers consider the most impor- 
tant factors in discount success [BIN 
Aug.5'61,p101]. If the first twigs are 
successful, Hudson Budget Stores 
may eventually ring the city, filling 
in what Pres. Joseph L. Hudson, fr 
calls “pockets” between Hudson’s big 
regional centers. 

Last week, at the same time that 
ground was broken for twig units in 
two Detroit suburbs, a two-story 
basement operation in suburban Lin- 
coln Park was reopened as the first 
twig store. In addition, Hudson’s is 
converting its three regional and 
downtown basement operations into 
check-out budget units. This will 
give it six budget stores by 1962. 

No name change. In identifying 
itself by name with its twigs, Hud- 
son’s has deliberately avoided the 
practice of other major retailers, who 
use another name for their discount 
units. For one thing, the twigs won't 
exactly be comparable to a discount 
operation; for another, Hudson’s 
didn’t want io try to fool its custom- 
ers; they would soon know the real 
operator anyway. “Besides,” says 
Joseph Hudson, “we are proud of the 
Ni We think we've got hold of 
something. And there’s an advantage 
in being frank in that your customers 
realize the change doesn’t affect your 
entire operation.” 

Hudson’s twigs will vary some- 
what from conventional discount 
stores. They will offer three types of 
service. On merchandise that “sells 
itself,” the customers will merely 
pick up an item, then check it out. 


Other sections, such as dresses, will 
offer merchandise information and 
limited assistance, but will also use 
the check-out counter. Remaining de- 
partments, such as shoes, and floor 
coverings, will offer usual service. 

For its twigs, Hudson’s is abandon- 
ing its policy of having vast protec- 
tive acreage around its regional cen- 
ters to prevent squatter stores from 
settling next to the over-100-store 
compounds. The twigs will be on 
only 20 acres of land, with about 10 
or 12 other stores. “We would wel- 
come a discounter next to us,” says 
Hudson, “for comparisons.” 

Long hours. Like discount stores, 
the twigs will be open from 9:30 a.m. 
to 9 p.m.; store size of 75,000 sq. ft. 
to 80,000 sq. ft. is comparable, too. 
Occupancy expenses, says Executive 
Vice-Pres. Frank Colombo, will be 
somewhat higher than those of dis- 
count stores because such items as 
fixtures will be higher. Annual vol- 
ume is expected to be about $60 per 
foot, with a total of $4.5-million to 
$5-million per store, again compa- 
rable to Detroit discounters. 

Hudson’s decision to move into 
the budget operation was prompted 
bv a decade of better performances 
by the upstairs store than by the 
basement. “The reason,” says Joseph 
Hudson, “is that the popular-priced 
market will not travel far—and 
doesn’t have to—to find the merchan- 
dise it wants.” 

Major sales offensive. The budget 
stores are only half of Hudson’s pro- 
gram to keep volume and growth on 
the upswing. Traditionally, Hudson’s 
has been strongest in the middle- 
priced lines. Now it finds its greatest 
competition is at price extremes, so 
it is concentrating on these. 

In the next few years, Hudson’s 
will develop its upstairs fashion store 
as hard as its budget operation. 

For the longer pull, Hudson’s also 
plans to open a third regional center, 
Westland, in the mid-1960s. 

Joseph Hudson himself feels it is 
easy to misread today’s competition. 
“The trend is not discount,” he says. 
“The trend is limited convenience 
stores in neighborhoods to supple- 
ment major centers.” End 
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Campbell 
adds 
dry soup 


Company is the second big 
food maker to enter 
the dehydrated market 


The dehydrated soup business is 
about to get a major lift. Beginning 
this fall, Campbell Soup Co. will in- 
troduce seven varieties under the 
brand name Red Kettle. By next 
spring they will be nationally dis- 
tributed, and Campbell is working 
on “at least a dozen” other dry soups. 

Thus Campbell’s line-up now in- 
cludes condensed soups, frozen and 
dry—a spread across the board. 

The food industry has long specu- 
lated on when Campbell would make 
its move. The company marketed a 
dry noodle soup in 1943, but with- 
drew it because of unsatisfactory 
processes and packaging. 

Now W.B. Murphy, Campbell 
president, says both problems have 
been licked. An aluminum can with 
a pull tab for easy opening solves 
the packaging problem, the com- 
pany believes. Three processes used 
for dehydrating—freeze drying for 
meat, spray , the liquids such as 
milk, and air drying for other ingredi- 
ents such as nocdles—takes care of 
the other problem. 

Murphy sees a big market for dry 
soups without cutting into sales of 
the regular lines. “Frozen soups,” he 
says, “introduced in 1954 increased 
our business—and not at the expense 
of other lines. We expect the same 
thing to happen with dry mixes.” 

Campbell's entry makes it the 
second big food processor in the 
business. Thomas J. Lipton, Inc., 
has had dry soups for some years. 
Others are smaller companies such 
as I.J. Grass Noodles Co., Inc., of 
Chicago. Foreign brands are dis- 
tributed here, too. There are reports 
that Corn Products Co. soon will 
market a line here from a German 
company it bought. H.J. Heinz Co. 
markets some abroad. 

Campbell plans to add other dry 
foods developed along with the 
soups in a research program. 


BUSINESS WEEK August 19, 1961 


W. B. Murphy (center), president of Campbell, demonstrates the pull tab opener 
on company’s new line of dehydrated soups. Watching are Dr. Carl H. Kreiger 
(left) and James Early, who worked on development of product and container. 
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NEW 
“SEATING ARRANGEMENT” < 


FOR 
THOUSANDS 
OF 
COMFORTABLE 
MILES 




















—another important example of Rockwell-Standard 
progress in design and development 


Here is the newest Rockwell-Standard development in 
passenger seats—a development so markedly advanced 
that it is better described as an “arrangement for seat- 
ing” rather than by the common term. For ingenious 
design makes it “tailor itself” to the comfort require- 
ments of the passenger. 

Where your present car seat may have as many as 
450 parts and requires special decorative trim to bring 
it in keeping with the car’s interior, the one shown 
above has less than 60 components — all moulded in 
plastic foam. And the main frame serves its support 


function as it contributes to modern interior beauty. 

To the automobile manufacturer this can mean 
lighter weight, faster, easier assembly, lower cost. To 
the buyer it means greater comfort — better seat adjust- 
ment, better contour support without bulk, better 
air flow. 

This newest advance in car seating is another 
important contribution from Rockwell-Standard to 
the fields it serves so well — transportation, construc- 
tion, agriculture, petroleum, general industry and 
government. 


22 U.S. plants of Rockwell-Standard Corporation manufacture these famous products « TIMKEN-DETROIT® AXLES + HYDRA-DRIVE® TRANSMIS- 
SIONS + GARY@ GRATING + BLOOD BROTHERS® UNIVERSAL JOINTS » BOSSERT® STAMPINGS « AERO COMMANDER® AIRCRAFT + AIR-MAZE® 
FILTERS «+ KERRIGAN® LIGHTING STANDARDS. Plus these other Rockweil-Standard® products: AUTOMOTIVE BUMPERS + AUTOMOTIVE SEATING 


LEAF AND COIL SPRINGS 


The story of Rockwell-Standard 
is interesting. Send for 
: vied \ illustrated booklet about the 
pynamic... DIVERS i, corporation and its 
> ~many products. 





ROCKWELL- STANDARD V7 


BRAKES + FORGINGS 
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Interest 
rates move 
upward 


After staying level in the 
first half-year, the cost 
of borrowing begins to rise 


The relative stability of interest rates 
during the first half-year (chart) is 
over. From now on, rates will fluctu- 
ate more widely, rising as demand 
for credit gathers momentum. 

This is the view of most profes- 
sionals in the money market, who 
point out that, in the last few weeks, 
rates have already broken out of 
their narrow range. Some think a 
technical reaction is possible, simply 
because the rise has been remark- 
na rapid. But the consensus is that 
higher rates are inevitable. 

Some even think rates may shoot 
further upward sometime next year. 
The minority who feel this way ex- 
pect 1962 to be a boom year, giving 
rise to an inflationary psychology. As 
one bond dealer put it, “If people 
think inflation can’t be stopped, 
youll see interest rates ckisedee” 

Slow response. Money market 
rates have been siow to respond to 
the shift in the economy. In 1958, the 
bond market turned down—and 
yields went up—in June, just three 
months after the recession touched 
bottom. This year, rates did not start 
rising until late ju. about six 
months after the end of the recession. 
But in the past few weeks they have 
shot up fast, with most long-term 
governments now yielding over 4%. 

The Federal Reserve was an im- 
portant factor in maintaining rates 
on an even keel. It has been pursuing 
an easy money policy despite the 
upturn. Fed officials explain that 
there’s still P ase d of slack in the 
economy, reflected in excess capacity 
and high unemployment, so they 
aren't worried about inflation yet. 

The Treasury also has been an 
important influence. It has confined 
most of its borrowing to the short- 
term sector, and this has had the 
effect of shoring up _ short-term 
yields. In contrast to 1958, when the 
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Yields on the rise 
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yield on 91-day Treasury bills, the 
shortest-term government. security, 
fell below 1%, bill yields have ranged 
between 2%% and 254% since the 
beginning of the year. 

Key to rates. This has been a de- 
liberate policy, designed to discour- 
age a rise in the outflow of short-term 
funds to higher-yielding markets 
abroad. It has not been a Treasury 
operation alone. The Fed has cooper- 
ated by abandoning its policy of 
dealing only in bills, which tended 
to exaggerate swings in rates, for a 
more flexible technique of operating 
throughout the maturity range. 

The government market is, of 
course, the key to the entire interest 
rate structure. And the stability that 
it exhibited in the first half carried 
over to other areas. Thus, despite a 
huge amount of financing both by 
local governments in the tax-exempt 
market and by corporations, the 
pressure on yields was not severe. 

Tandem pressures. Now, though, 
a number of factors are combining 
to create high interest rates and a 
bear market for bonds. 

First, the Treasury will be a heavy 
borrower from now on. This will 
exert an upward pressure on rates, 
and it is expected that the 4%4% ceil- 
ing on long-term governments will 
be pierced by an advance refunding 
offer to holders of present obligations. 

Corporate demand for capital is 
harder to predict. Some Fed officials 
say that if it does not increase over 
the substantial level reached in the 
first half, it will not add to the pres- 
sure on rates. But bond dealers think 
the recovery in business may trigger 
a new wave of demand, particularly 
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if businessmen feel that higher rates 
are the way. 

“Anticipations play a big role in 
making up your mind,” explains one 
underwriter. “Now you may see bor- 
rowing from those who feel that this 
is their last chance to get funds be- 
fore they have to pay through the 
nose.” 

Effect of Berlin. Government deal- 
ers trace the new bearishness to 
Kennedy’s Berlin speech, in which 
he called for higher defense spend- 
ing without any hike in taxes. They 
concluded that the deficit would be 
much bigger than the $5.3-billion 
estimate made by Washington. And 
higher yields—and lower bond 
prices—reflect this mood. 

But dealers are not thinking of an- 
other nosedive in bond prices like 
that during the summer of 1958 
when speculators, who had flocked 
into the market in the preceding 
period of ease, were badly burned 
by the sharp shift in Fed policy. Now 
speculators are much less in evi- 
dence. And the Fed does not appear 
to be planning any sudden change. 

Treasury and Fed officials do not 
deny that conditions favor a rise in 
rates, but they feel that it will be 
gradual. And though the Fed may 
allow rates to tighten as demand for 
credit increases, it will be making 
funds available—for the Treasury 
and business. 

However, if inflationary pressure 
does develop, rates could rise at a 
much more rapid pace. This could 
happen, particularly if foreign pres- 
sure on the dollar causes the Fed 
to tighten faster than domestic con- 
ditions alone might warrant. End 


THE MARKETS 113 


0 
‘ 











Wns MM 


* am EF | 
. see 


nee. ee 


idl 


1 ne 
oe 


af service on all matters 











EXPERTS 
IN 


FOREIGN 
TRADE 


Established in 1880 


gy «We are ready to be of 


relating to trade with Japan. 
The century-old Fuji Bark is 
Japan’s largest, and is an 
international banking institu- 
tion, Its trained specialists 
can also advise on investments 
with up-to-the-minute informa- 
tion on the Japanese economy. 
Whatever your business with 
Japan, 


consult the 
FUJI BANK. 


Upon request, our New York agency 
(at 42 Broadway) will send you 
our monthly newsletter, ‘Japan 
Banking Briefs’’, a concise and 
informative fresame of current 
economic aspects of Japan. 








@ THE FUJI BANK, LTD. 


TOKYO, JAPAN 


Overseas Offices : 


189 offices throughout Japan 
London & New York 


Overseas Representative: Calcutta 
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Wall St. talks... 


about banks’ prime rate, 
cement stocks, Japanese 
mutual fund, no-load funds 


Although bankers expect a rise in 
demand for commercial loans, an 
early hike in the prime rate is not 
imminent. The banks want to sustain 
their increasingly important position 
as term lenders, which means keep- 
ing their rates more attractive than 
rates in the capital market. 


Even though they have funds avail- 
able, some insurance companies are 
pressing for “sweeteners” as the price 
of their participation in long-term 
loans. One investment banker, for 
example, reports he rejected an at- 
tempt by Allstate Insurance Co. to 
get five-year options on a company’s 
stock—at the current stock price—as 
part of a financing package. 





Institutions have been selling or 
eliminating their holdings in cement 
stocks, despite recent talk of price 
increases. The reason: Cement earn- 
ings don’t figure to go up appreci- 
ably. The increases, even if they 
stick, will only offset wage boosts 
granted in the latest two-year indus- 
try labor pact. Analysts say that they 
don’t expect any rapid rise in de- 
mand, which could offset the indus- 
try’s high fixed costs. 


One of Japan’s big securities outfits, 
Nikko Securities, is toying with the 
idea of selling its mutual fund's 
shares in this country. Bache & Co. 
is slated to do the underwriting, if it 
can overcome roadblocks thrown up 
by both Japanese and U.S. securities 
regulations. Because of SEC rules on 
advance discussion of new offerings, 
both Nikko and Bache are not 
talking. 


“No-load” mutual funds are coming 
closer to offering everything that 
regular funds—with sales charges 
hold out to prospective shareholders. 
De Vegh & Co., for instance, has 
initiated a periodic purchase plan 
with life imsurance protection— 
probably the first such plan to be 
offered by a fund without a sales 
load. Initial payments may be as low 
as $50, with monthly payments of 
$50. In the event of the sharehold- 
ers death, the plan will be com- 
pleted automatically through the 
proceeds of life insurance. 
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if you want to glue anes, cigarettes 





OR 
ANYTHING 
IN BETWEEN 





. . Fuller probably has a perfect adhesive for the job. From bonding airplane parts and sealing concrete bridges to gluing 
boxes, labels, and cigarettes . . . there are over 1000 Fuller products available to solve any sticking problem. Such products 
are the result of continuing research by the H. B. Fuller Company; they include epoxy adhesives and coatings, polyvinyl ace- 
tate emulsions; synthetic resin and dextrine adhesives, hot melts and solvent cements. 

A Fuller factory, complete with research facilities, is located near you. So whether you're looking for immediate tech- 


nical assistance or ‘‘local’’ delivery, a ‘‘short" distance call can solve your needs promptly. Locations and numbers are listed 


below... or write 


St. Paul, Minn., Ml 6-8641 @ Kansas City, Kansas, Fl 2-3615 @ Dallas, Texas, Ri 7-7315@ 
Cincinnati 23, Ohio, MU 1-5420 @ Detroit, Mich., LO 7-5980 @ Atlanta, Ga., MA 2-3502 gt B. Fuller Co. 


@ Tampa, Fla., 45814 @ So. San Francisco, Calif., PL 6-5450 @ Portland, Ore., CA 6-3493 
1150 Eustis Ave., St. Paul 8, Minnesota, Dept. B-802 


INDUSTRIAL ADHESIVES SINCE 1887 


TR 5-6366 @ Memphis 7, Tenn., JA 6-4212 @ Linden, N. J., WA 5-2272 @ Also Toronto, 
Oni., Can. @ Winnipeg, Man., Can. @ Fuiler Adhesives International, Nassau, Bahamas 




















In the markets 


Berlin crisis casts a shadow 
over nervous stock market 


Stock prices were under pressure this week from two 
directions, both linked with the Berlin crisis: 

= Profit-taking after the sharp runup stimulated by 
Administration plans for increased spending. 

« Rising nervousness among investors as the crisis 
became more acute. 

Some analysts think that the market may mark time 
until the situation clears, although they look for wide 
swings in individual stocks and stock groups. 

But unless the Berlin crisis worsens to the point of 
conflict, the prospect is for higher prices over the long 
run. Although the current high level of equity prices 
indicates that investors are discounting a new boom, 
brokers say their customers are growing increasingly 
inflation-minded; this suggests a further demand for 
common stocks. Demand is likely to be selective, how- 
ever, focusing on issues that will benefit most from an 
upturn in business. This means more stress on cyclical 
issues, which are coming back into fashion after a long 
period of neglect. Institutions, for instance, have been 
aggressive buyers of auto company stocks. 

Wall Street will be closely watching the trend of 
profit margins. Though profits improved sharply in the 
second quarter, profit margins shouldn't really kick 
upward till late in the year, or perhaps even next year. 
Brokers report that institutional investors have cut their 
cash positions down sharply, and they say the institu- 
tions are reluctant to invest in cyclicals that don’t prom- 
ise more than a routine improvement in profit margins. 

Another crucial area is dividends. A stepup in cor- 
porate payments to shareholders should start soon, since 
payments often lag slightly behind business recoveries. 


California awards $100-million offering 
to New York bond house 


Bank of America’s monopoly over underwriting the 
State of California’s major bond issues was shattered 
this week when $100-million in school bonds were 
awarded to State Street Securities Corp., an Albany, 
N.Y., affiliate of William S. Morris & Co. of New 
York. Morris, a relatively new bond house, has taken 
away major issues from banks before, although its 
capital is limited. It was the first time since 1956 that 
the state had received more than one bid on a major 
bond issue. 

California was slated to sell an additional $125-mil- 
lion in bonds for veterans’ benefits and construction 
programs. But it rejected offers made by a group 
headed by Bank of America. State Street did not bid 
on these bonds. 

For the school bonds, State Street set a net interest 
cost to the state of 3.75%. Bank of America’s bid called 
for 3.86%, and state authorities felt this was too high. 
Bond salesmen who had been selling the Bank of 
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America bid suddenly found themselves out in the cold. 
More than a year ago, the state replaced its regular 
trips to the market with a flexible timing policy—in the 
hope that it could get lower rates by waiting until the 
market seemed ripe. The policy paid off this trip. 

The winning underwriters reoffered the bonds at 
yields ranging to 3.90%, and they received a good 
reception. 

Senior partner of Morris is 45-year-old William S. 
Morris, a mathematics honors student at Princeton who 
learned the municipal business while at First Boston 
Corp. and a number of other securities houses. In 
October, 1959, he set up his own company to specialize 
in municipals. Until this issue, he had participated in 
groups organized by Bank of America to bid for Cali- 
fornia bonds. But he felt he wasn’t getting enough 
of a share in the groups and decided to bid himself. 


Over-the-counter shares make their debut 
on Vickers’ ‘favorite 50’ listing 


Growing institutional favor for unlisted securities has 
forced Vickers Associates to start including over-the- 
counter shares in its roster of the investment companies’ 
“favorite 50.” Five companies traded over-the-counter 
have made the grade: Philips Lamp (which takes 10th 
place), three insurance companies—Aetna Life, Con- 
tinental Casualty, and Travelers Insurance—and Avon 
Products. 

The top five spots are still held by IBM, Texaco, 
American Telephone & Telegraph, International Nickel, 
and U.S. Steel. Aggressive buying of Ford pushed it 
up to the No. 6 spot; six months ago, it was 24th. 

In terms of dollar value, oils are still the top stock 
group held by the institutions. This is partly because 
institutions increased their holdings over the past six 
months, partly because oil shares have risen sharply 
in price over the same period. 


The markets briefs 


The National Stock Exchange, which hopes to open this 
fall as New York’s third stock exchange, will require 
that companies applying for listing have 100,000 shares 
in public hands, held by at least 500 shareholders. Ex- 
ceptions will be made in special cases where “companies 
could be considered on their own merit.” There will be 
no earnings requirement. 


Mutual fund management men took a firm step this 
week toward setting up a code of ethics under which 
to operate—something that the more conservative 
investment companies have been seeking for some time. 
Members of the National Assn. of Investment Com- 
panies subscribed to a statement that called for mem- 
bers to follow just and equitable principles of conduct. 
In addition, the association’s board of governors was 
authorized to propose specific principles to apply to 
particular industry areas. 


BUSINESS WEEK August 19, 1961 


a 








- wa SS 6 


- 


Ve == , gah 


' all 





Big American 
ships to cruise 
Caribbean 


Itineraries 
for the holidays 


Under foreign flags 


Berlin crisis 
stirs interest 
in civil defense 


Personal business Bil! 


August 19, 1961 


The Caribbean cruise season—which begins in October and runs through 
March—is in the news again, promising more sailings than ever before. 

Newcomers on the cruise lanes this year will be six U.S.-flag luxury 
liners—Independence, Atlantic, United States, America, Argentina, and 
Brasil. If you want de luxe accommodations aboard one of them—perhaps 
a favorite from a transatlantic or South American trip—don’t delay booking. 

Flying the colors of the American Export, United States, and Moore- 
McCormack Lines, these ships are slated for a variety of short cruises (six 
to 17 days) with calls at the most picturesque Caribbean ports. 


Two of the cruise schedules give you a glimpse of what's planned: 

* SS Brasil (Moore-McCormack)—Thanksgiving 13-day cruise from New 
York, with stops at Port Everglades, Nassau, San Juan, Trinidad, Barbados, 
Martinique, and St. Thomas, terminating at Port Everglades (de luxe sitting 
room suite, $1,660 each for two). 

« SS Atlantic (American Export)—Christmas-New Year's cruise from New 
York, with calls at Nassau, Curacao, Trinidad, Barbados, Port au Prince, 
Martinique, San Juan (de luxe space, $770 and up per person). 

In midwinter the United States, world’s fastest passenger ship, will make 
two Caribbean trips, and the Independence may make three—on a posh 
scale. Rates will be announced after Labor Day. Expected minimum tab on 
the United States: $520. 


Foreign-flag vessels will also be busy plying the Caribbean this season. 

Among sailings of special interest, there will be a 14-day Christmas holi- 
day trip aboard the Canadian Pacific’s flagship Empress of Canada, which 
made its maiden voyage earlier this year. The Empress departs from New 
York Dec. 21 for St. Thomas, Martinique, Trinidad, Curacao, Kingston, and 
Port au Prince (minimum, $375). 

For a longer trip, the Oslofjord (Norwegian-American) sails Jan. 5 from 
New York for 24 days and 15 ports (minimum, $550). 

Rule of thumb: You can usually estimate de luxe rates by doubling a mini- 
mum rate and adding at least $200 to $300. 

Incidentally, good accommodations are still available for early fall cruises. 
And off-season rates—until mid-December—can save you up to 30%. 

There’s news about Mediterranean cruises, too. For the first time, the 
Italian Line’s Leonardo da Vinci, new last year, will be used for a 600- 
passenger cruise. The 42-day itinerary (starting Feb. 2) takes in 18 ports 
in 10 countries (minimum, $1,495). 

The Cunarder Mauretania will also make its Mediterranean debut, with 
a 38-day, 16-port voyage (minimum, $985). 


One byproduct of the tension over Berlin (page 25) has been a surge of 
inquiries to civil defense officials about protection against fallout. 

If you want to do something about a shelter for your family, here’s a sum- 
mary of the best thinking on the subject today: 

Best home protection against nuclear fallout, say the government experts, 
is an underground shelter insulated on top with at least 3 ft. of earth or sand, 
or 2 ft. of concrete—preferably earth or concrete. Such material reduces the 
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radiation—the theory, of course, is that sufficient mass will make you safe. 

Even an ordinary house without a basement probably would reduce harm- 
ful radiation by about 50%, provided you remained on the first floor near the 
center of the house. Simply staying in a standard house basement would 
reduce exposure to about 10% of the intensity outdoors. Sandbagging base- 
ment windows would add to this margin of safety. 


Least expensive—and probably simplest to install—is a basement concrete 
block shelter. It will cost $300 or more, depending on the charge for labor. 

Details can be had by writing to the National Concrete Masonry Assn., 
38 S. Dearborn St., Chicago; the Portland Cement Assn., 33 W. Grand Ave., 
Chicago; or the Structural Clay Products Institute, 1520 18th St. N.W., 
Washington, D. C. 

If underground construction is not practical, a double-walled above- 
ground shelter is recommended; materials would cost around $700. 

A more elaborate underground shelter of reinforced concrete can be 
built by a contractor for $1,000 to $1,500, varying with the type of entrance. 

Important: The entrance should have at least one right-angle turn to 
block radiation. As minimum equipment, plan for ventilation, lighting, and 
radio reception. 


About 40 companies are specializing in home shelters, mostly of reinforced 
concrete but some of steel, aluminum, and glass fiber. To date, Civil Defense 
officials in Washington have authorized about 35 styles. 

Prices for six-person shelters range roughly from $2,000 to $4,000, includ- 
ing minimum sanitation and emergency equipment. More expensive models 
have auxiliary lighting, provision for water supply, radiation detection equip- 
ment, even special fallout clothing. 

Leading manufacturers include Lancer Industries, Inc., Mineola, Long 
Island, N. Y.; American Survival Products Corp., Washington, D. C.; 
Nuclear Shelter Consultant:, Richmond, Va.; Atomic Bomb Shelter Con- 
struction Corp., Ft. Lauderdale, Fla.; Wonder Building Corp., Chicago; 
Lifemaster, Inc., Columbus, Ohio; and Family Shelters, Inc., Pontiac, Mich. 

For basic information, with drawings and practical suggestions, you may 
want a copy of The Family Fallout Shelter, MP-15, a 31-page booklet (Supt. 
of Documents, U.S. Government Printing Office, Washington 25, D. C.; 10¢). 


Art thieves have been making rich hauls recently—most lately in southern 
France with $2-million worth of Cezannes. You may be wondering whether 
your own art collection is adequately insured against such a heist. 

Generally, your homeowners’ comprehensive coverage—even in a broad 
package policy—may fall short of full protection in some circumstances. 
So if you own works of art of exceptional value, it may be wise to check 
on a fine arts floater. 

The cost is remarkably low. For example, if you live in Philadelphia, 
you would pay about $56 a year for full protection of a $50,000 collection— 
against theft, fire, vandalism, storm damage, and such. In the same city, 
$25,000 worth of coverage would come to about $30. 

Rates vary somewhat, but Philadelphia is fairly average. 

Pointer: Have each item examined by an independent appraiser. Then 


make sure that the appraiser's estimate is written into the policy. 
Contents copyrighted under the general copyright on the Aug. 19, 1961, issue—-Business Week, 330 W. 42nd St., New York, N. Y. 








UNIVERSAL MOTORS 
1/50 to 1 horsepower 


NEW DESIGN FREEDOM FOR YOU... 


R&M unshackles your designers’ hands by providing a 
wide range of Universal Motors for powering portable 
tools, household appliances, business machines and many 
other products. R&M Universals are available 1/50 to 
1 HP, AC and DC operation, fixed or reversible rota- ae ‘ ee 
tion, open or totally enclosed, with rigid bases or end Der ee scuncaa es Saar mounted : 
mounting. Motors feature high operating speed, high "open universal Open universal 
starting torque, adaptability to speed control, and light 

weight per horsepower. Quality materials, skillful engi- 

neering and precision manufacture assure long, 

dependable life and quiet, vibrationless operation. Be- 

sides standard ratings, many special designs are now 

engineered and tested due to past custom-designing . . . 

or R&M will custom-design a motor for your specific ee, My 
application. Write today for R&M Bulletin 444-BZ. totally-enclosed 


universal ° - re universal parts 


ROBBINS & MYERS, INC., Springfield, Ohio 


Fractional and Integral HP Electric Motors * Electric Hoists and Overhead Traveling Cranes * Moyno, Industrial Pumps 


Propellair, Industrial Fans * R&M-Hunter Fans and Electric Heat * Trade-Wind Range Hoods and Yentilators 
Subsidiary companies at: Memphis, Tenn., Pico Rivera, Calif., Brantford, Ontario. 
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If data-display machines play an important role in your business activity, here’s 
how Sylvania electroluminescent readout panels can improve your firm’s competi- 
tive position. For the user: they speed up readability, “slow down” maintenance 
costs. For the manufacturer: they reduce equipment costs, enhance styling to put a 
possessive gleam in your customer’s eye. 

Panelescent El readouts are exceedingly thin, flat and reliable solid-state devices. 
They lend themselves readily to very compact, attractive displays. Not subject to 
sudden failures, they can be maintained on a planned (rather than emergency) 
basis. Power requirements are negligible, circuitry is relatively simple. Economies, 
therefore, are substantial. As for their life span, tests to date indicate they'll put in 
a full 40-hour week for two years before retirement. 


Immediately available are styles that produce the complete English alphabet, 0-9 
numerics and selected symbols, %” to 4” high. A variety of other patterns and sizes 
are available for your specific needs. A wide range of crossed-grid panels with 
resolutions as high as 50 lines per inch are in stock and available now. 


If you’re manufacturing (or using) cash registers, calculators, tote boards, dispatch 
boards, adding machines, digital voltmeters and other measuring equipment, you'll 
find the free booklet, “Sylvania Electroluminescent Display Devices,” extremely 
informative. If you’d like extra copies for your engineering staff, just note the 
quantity needed on the coupon below. . 












red Trademark 


@Pancelescent is a Registe 


SYLVANIA ELECTRIC PRODUCTS INC. 

Electronic Tubes Division 

Dept. EL, Buffalo 9, N.Y. 

Please send me. copies of your booklet 
(number) 

“Sylvania Electroluminescent Display Devices.” 
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Why B. C. 
took over 
big utility 


Provincial politics and feud 
with Ottawa lead to 
expropriation of B. C. Electric 


The house was hushed one afternoon 
this month when W. A.C. Bennett, 
(picture), the tough, unpredictable 
premier of British Columbia, rose to 
address his Legislative Assembly on 
a subject laden with political contro- 
versy—power development. For 
more than a month since he had 
called the legislators into this special 
session, they had waited to hear what 
he would tell them to do. 

Bennett asked the provincial legis- 
lature to expropriate British Colum- 
bia Electric Co., Ltd., the main oper- 
ating subsidiary of British Columbia 
Power Corp., Ltd., and Canada’s 
second-largest privately owned elec- 
tric utility—and also to take over the 
Peace River Power Development Co., 
Ltd., the company set up by Swedish 
financier Axel Wenner-Gren to build 
the world’s largest power project 
(map). 

Assent. In two days, he had his 
way. With his Social Credit Party 
holding 32 of the 52 seats in the one- 
house assembly, it took little more 
than the required three readings of 
the bill. The socialist CCF party, 
with 16 seats, is Bennett’s only real 
opposition, and the CCF could only 
sit and watch because it long had 
urged B.C. Electric’s takeover. 

In a country where public systems 
generate over 60% of the power pro- 
duced by electric utilities, this ex- 
pansion of public power has hardly 
shocked anybody. Through the years, 
provincial governments have bought 
out private companies and expanded 
their systems by building their own 
powerhouses. But there hasn’t been 
an acquisition of this size in years. 

Even the financial community 
takes the power grab pretty much in 
stride. It mainly objects to the terms 
of compensation for shareholders. 
Bennett fixed these terms unilaterally 
in his bill. Eager to move fast, he 
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‘ British 
¢ Columbia \ 
~~... @Vancouver 
Victor, ~.. 
“ e 
® Seattle 


United States 
Columbia River 


ignored existing laws providing for 
negotiation and appeal. 

Victoria vs. Ottawa. Although 
there had been speculation that 
Bennett would take over B.C. Elec- 
tric, most observers thought he per- 
mitted such talk so that he could 
wangle concessions out of Ottawa 
on the proposed hydro-electric de- 
velopment of the Columbia River 
that’s provided in a U.S.-Canadian 
treaty. Pres. Eisenhower, three days 
before leaving office, signed the 
treaty with Prime Minister Diefen- 
baker; the U.S. Senate has ratified 
it, but Parliament cannot: ratify it 
until it comes to terms with Bennett. 

Canadian provinces have control 
over development of their own nat- 
ural resources; so that part of the 
treaty has to be agreeable to British 
Columbia. Now that Bennett has 
B.C. Electric in his grip, there is 
little doubt that he has strengthened 
his hand in his dealings with Ottawa 
—by acting to assure himself of an 
ample power supply for decades. 


I. Two ways to grow 


To understand the strategy, you 
have to know something about the 
history of proposed projects on both 
the Columbia and Peace rivers: 

The Columbia: For years, the U. S. 
and Canada have talked about build- 
ing storage dams in British Colum- 
bia that would permit power dams 
on the river in the U.S. to generate 
more electricity. Such storage was 
theoretically possible in the U.S., 
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but not desirable because of the 
flooding it would require. 

Talks always snagged, though, on 
the downstream benefits: How 
would the two countries share the 
extra power that Canadian storage 
permitted the U.S. to generate? 

This point was resolved by the 
historic treaty signed last a. 
Canada is to get half the additional 
2-million kw. in power—not cash— 
as well as dollars for flood control 
benefits accruing to the U.S. 

Before ratification, though, Ottawa 
and Victoria must agree. Ottawa has 
offered to split with Bennett the 
$345-million cost of three storage 
projects, but Bennett wants Ottawa 
to assume more of the burden. Even 
more significantly, Bennett wants the 
right to export to the U.S. whatever 
power his province won't need. Ot- 
tawa has opposed such export. 

The Peace: In the mid-1950s, 
Wenner-Gren came along with plans 
for a huge privately develo a in- 
dustrial and mining empire of which 
the heart would be the 3.1-million- 
kw., $630-million power project on 
the Peace [BI Mar.1657,p61]. The 
provincial government liked the en- 
gineering studies prepared by Wen- 
ner-Gren’s company, but felt the 
project's economic feasibility _ re- 
quired further study. Would the 
project be worth building? Would 
it be possible to export some of the 
power if the province could not 
absorb it all? 

Dilemma. Confronted with these 
two huge additions to British Colum- 
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W. A.C. Bennett, premier of British Columbia, 
wants Ottawa to O.K. export to U.S. of power 
to come from Columbia, Peace River projects. 


bia’s power supply, Bennett last De- 
cember asked his province's Energy 
Board to study the costs and benefits 
of both as a policy guide. 

Bennett wanted the board’s report 
to justify building the Peace project, 
which he regarded not only as a 
power source but also as a welcome 
stimulant to British Columbia’s slug- 
gish economy. He had been criti- 
cized for favoring a “give-away” of 
natural resources to a private com- 
pany, but he hoped the study would 
provide additional support for giving 
Wenner-Gren the green light. 

All that changed a few days before 
the special session of the legislature 
convened Aug. 1. To the surprise of 
Bennett and Board Chmn. Gordon 
M. Shrum, the board’s staff and con- 
sultants calculated that, as a public 
undertaking, the Peace project could 
deliver power as cheaply over the 
long run as the public power from 
the Columbia: roughly 4.4-mills per 
kwh. In contrast, they estimated that 
Wenner-Gren’s delivered cost would 
be 50% more—higher than expected. 

Since the board’s report was about 
to be made public, Bennett really 
had only one choice: a public project 
on the Peace. 


Il. Expropriation 


Who would build the project? 
Bennett had three alternatives: (1) 
to give the job to the existing Power 
Commission, which generates over 
1.5-billion kwh. a year; (2) to create 
a new public agency; or (3) to ex- 
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In the wide world of Transamerica, you find a marked diversity of enterprise: 
real estate, heavy machinery, and insurance. * In all fifty states and in Can- 
ada, a Transamerica subsidiary is at work. * In real estate: Capital Company, 
building new communities in California. In heavy industrial machinery, in- 
cluding diesels and aircraft components: General Metals Corporation. In 
insurance, the eight members of the Transamerica Insurance Group offer all 
lines of coverage: Occidental Life Insurance Company of California, American 
Surety Company of New York, Canadian Surety Company, The American Life 
Insurance Company of New York, Pacific National Fire Insurance Company, 
Premier Insurance Company, Automotive Insurance Company, Phoenix Title 
and Trust Company. * Around one center a whole world turns. Transamerica is 
a manifold enterprise. Remember the Transamerica symbol—and its scope. 


TRANSAMERICA CORPORATION, SAN FRANCISCO 
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propriate B. C. Electric, which gen- . 
erates over 3.5-billion kwh. 

The premier chose expropriation, 
With assets of $727-million, B.C. 
Electric had a greater earning Ca- 
pacity, borrowing power, and organi- 
zation than the commission. A new 
agency would have to start from 
scratch. In addition, the decision 
was politically prudent in view of 
public criticism of the company’s 
rates and CCF calls for its takeover. 

Terms. Guarding against news 
leaks, Bennett went to work with 
his intimate advisers drafting the 
bill. Their final version converted 
B. C. Electric into a crown company 
and asked it to: 

= Buy itself from its former par- 
ent by paying approximately $110- 
million for the about 3.9-million 
shares of B. C. Electric that B. C. 
Power held. To raise the money, the 
company last week sold an issue of 
4-year, 5% parity bonds. 

# Issue bonds to the public hold- 
ers of the 1.7-million shares of B. C. 
Electric preferred, worth $104-mil- 
lion. Although these securities would 
bear the same range of interest as 
the dividends of the six issues of 
preferred—4% to 54%—they won't 
have the same tax advantages. 

# Assume its own $394-million 
long-term debt, with the possibility 
of provincial guarantee. 

= Buy, if B. C. Power asks, B. C. 
Power's remaining property for $68- 
million. This, in effect, would give 
holders of B. C. Power common $38 
a share—$4 above the market price. 

= Reimburse the Peace River com- 
pany for most of its outlays, esti- 
mated at over $6-million. 

Aside from the terms, sharehold- 
ers of B. C. Power were dismayed 
that the takeover came toward the 
end of a $650-million expansion pro- 
gram, which would have assured 
them greater earnings in the future. 

Once his bill passed the legisla- 
ture, Bennett moved ahead. He 
named Dr. Shrum, head of the 
Energy Board, as chairman of the 
crown company; appointed a new 
board, and asked H. L. Purdy of 
B. C. Power to stay on as president. 

Bennett and Dr. Shrum then got 
going on the Peace project. They 
accepted a $75-million line of credit 
from the Royal Bank of Canada and 
began contract talks. 

Ottawa perks up. Bennett’s deter- 
mination to proceed with the Peace 
project has not gone unnoticed in 
Ottawa. Before the expropriation, the 
federal Minister of Justice, E. D. Ful- 
ton, had said flatly: “There is no 
room for further bargaining.” Last 
week, he said Ottawa was willin 
to talk—and significantly, to tal 
exports. End 
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VALUE given-and-received is meas- 


ured in precise terms by those who depend on 
quality interpretation of close tolerance specifica- 
tions in the cold drawing of stainless steel and 
special alloy tubing. The better the tubing . . . the 
better the performance and the profit potential! 
TMI tubing customers confirm that axiom and 
support the reputation of our unique ability in this 
important service to precision metalworking. Real 
VALUE in tubing means absolute accuracy, in the 
integrity and constancy of QUALITY ... in a prod- 
uct that keeps its performance promises from 
start to finish. 





WE ARE READY to put our 


specialized cold drawing talents to work for you: 


remember, for tried-and-true applications . . . 
or for never-been tried challenges— 


Our 
‘ioneering 


ire Always 


Sizes .050” to 1.250” 
O.D. in Cold Drawn 
Stainless Steel, Exotic 
Metals and Special Alloy 
Tubing. Nationwide and 
Canadian Distribution. 
Phone, Write or Wire. 
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Four-wheel-drive auto 
gets final styling 


Revolutionary new car, developed in England, is expected to hit 
the showroom by late 1963. The designer. 
Ferguson Research, Ltd., sees an annual market of 20,000 


London auto circles for the past 
dozen years have buzzed from time 
to time with talk of a revolutionary 
four-wheel-drive automobile _ that 
was always “just about” to hit the 
market—the brainchild of the late 
tractor magnate Harry Ferguson. 
When Ferguson died last Novem- 
ber at the age of 75, many thought 
his dream would die, too. But engi- 
neers at Ferguson Research, Ltd., a 
company that Ferguson founded to 
develop his automotive ideas, kept 


plugging at the problems of design- 
ing a skidproof, positive-traction car. 
Last week, spokesmen claimed it was 
almost all over but the body-styling. 
Station wagon. To most Ameri- 7 
cans, four-wheel-drive immediately | 
calls to mind the Jeep, but the two 
cars have next to nothin, else in 
common. Ferguson’s first production 
prototype, a station wagon, is de- 
signed as an ultra safe and comforta- 
ble family car, not a utility-type ve- 
hicle. It is more competitive with the 
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paperwork 
calls the shots 
at “the Cape”’ 











\\ 
NN 


" 
t 


at} 


\ 


\ 


\\ 
is 
AV 


\\ 


i) 







\\ 
\ 


X\\) 


i 


ith 


X 


Ay 


aK 
Lit 


A 
% 


at 








Long before a missile blasts off its Cape 
Canaveral launching pad and hurtles over the 
tracking station, the stage has been set by 
paperwork—the Range Contractor countdown 
that outlines the duties of many of the support 
personnel connected with the mission. 

To get this important duplicating job done, 
A. B. Dick Azograph® machines are used by 
Pan American World Airways’ Guided Missiles 
Range Division. The organization publishes 
these highly classified documents as part of its 
responsibility to the Air Force Missile Test 
Center for the planning, engineering and opera- 
tion of the Atlantic Missile Range. The pat- 
ented A. B. Dick Azograph duplicating process 
assures complete cleanliness, even when dupli- 
cating masters are passed from one department 
to another —and converted or modified. 

Keeping paperwork moving in the race for 
space supremacy is another example of how 
A. B. Dick duplicators improve copy commu- 
nications. For information, write A. B. Dick 
Company, Chicago 48, Illinois. 


fay A-B- DICK 
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In test runs on a wet track, the Ferguson 


car at 45 mph. needed only 149 ft. to stop... 


Story on page 128 


hot-selling Citroen, the flat-nosed, 
sleekly engineered French car. It will 
be in about the same price range of 
$2,800 and up. 

Ferguson Research hopes for a 
volume of 20,000 cars a year under 
its specifications and technical con- 
trol. It won’t manufacture the cars. 
Several large companies have signed 
a licensing agreement for the car's 
radical transmission, but who will 
take over final assembly of the car 
is still a mystery. Pressed Steel Co., 
Ltd., largest car body builder in 
Europe, is often mentioned as a good 
possibility; the company has shown 
interest in the Ferguson concept 
since the first patents were issued. 

12-year development. Some pat- 
ents go back 12 years, but the idea 
itself antedates World War II. In 
the 1930s, while Harry Ferguson was 
building up his tractor business, he 
and Freddy Dickson, a British racing 
ace, set out to design a safer racing 
car with four-wheel drive and cen- 
tralized braking. 

After the war, their thinking 
shifted from racing to passenger 
cars. When Ferguson founded his re- 
search group in 1950, he made the 
design his full-time job. In 1955, the 
car seemed close to market; then ne- 
gotiations with a major manufacturer 
fell through. Costs reportedly got out 
of hand and the transmission and 
hydraulic drive still had engineering 
problems. 

Ferguson's design prototype seems 
to show that these problems have 
been solved. In test runs on a wet 
track, the Ferguson car at 45 mph. 
needed only 149 ft. to stop, com- 
pared with 230 ft. for a conventional 
car. And the Ferguson car stayed 
straight while the conventional car 
skidded. At 100 mph., the Ferguson 
model can pull up in less than 300 
ft., without a skid. 

Ferguson Research hopes to freeze 
final styling of its station wagon (or, 
as the British call it, estate car) 
within three months and get the first 
cars to market by the fall of 1963. On 
road tests, the latest station wagon 
prototype had a rather finny, Italian 
design; Ferguson plans to blunt the 
corners and round out the whole car, 
making it more stylish and safer. 

Mechanical features. The machin- 
ery itself probably won’t change 
much in the next three months. Be- 
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sides its four-wheel drive of radical 
design, the car has: 

« A new stepless hydraulic trans- 
mission that’s simplified to either for- 
ward or reverse. American automatic 
transmissions have two or three for- 
ward speeds, with a hydraulic cou- 
pling between engine and drive 
shaft. 

= In addition to two differentials, 
one for the front and one for the rear 
axle, a third central differential that 
evens out the power and the speed 
between front and rear. If one or 
more wheels meets lessened resist- 
ance, as in a spin condition or on 
slippery pavement while starting up, 
the differential automatically redis- 
tributes the power. 

# Aircraft-type braking for posi- 
tive stopping without skidding. A 
master control operating through the 
central differential operates each of 
the cars individual inboard disc 
brakes (not positioned at the wheel 
but on each side of the differential ) 
to prevent any wheel from locking. 
The Ferguson car remains fully steer- 
able when the brake is tramped hard, 
despite any variations in weight dis- 
tribution, road surfaces, tire pres- 
sures, or differences in tire wear. 

« A 2.2-liter engine with horizon- 
tally opposed pistons and overhead 
valves, which can wind up to 90 
brake horsepower. It is compact and 
light; even when made of cast iron, 
it is 100 lb. lighter than an in-line 
engine of the same power. The en- 
gine is mounted in front, overhang- 
ing the transmission and jutting out 
ahead of and above the front axle. 
It is tilted upward toward the nose. 
Ferguson predicts 25 mi. per gal. 

» A “plus” gear, controlled by a 
manual switch, that gives the driver 
what amounts to a passing gear or 
a quick-acceleration gear. 

As many as six prototypes of the 
estate car are believed to be out on 
road test, and at least as many more 
of other car makes are fitted out 
with various elements of the trans- 
mission, braking, and suspension sys- 
tems. Some of these have been run- 
ning for more than four years. Right 
now, Ferguson has no firm plans for 
other models, besides the “estate car” 
—though the features of the estate 
car, it claims, could easily enough be 
incorporated into smaller vehicles, or 
even sports cars. End 
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McGraw-Hill 
publications reach 
your most important 
customers and 
prospects in these 


major markets: 


AEROSPACE 
Aviation Week and Space Technology 


ARCHITECTURE 
Western Architect & Engineer 


APPLIANCE-RADIO-TV 
Electrical Merchandising Week 


ATOMIC ENERGY 
Nucleonics 


BUSINESS MANAGEMENT 
Business Week 


COAL MINING 
Coal Age 


CHEMICAL PROCESS INDUSTRIES 
Chemical Engineering - Chemical Week 


CONSTRUCTION 
Construction Methods & Equipment 
Engineering News-Record 


DISTRIBUTION-INDUSTRIAL 
Industrial Distribution 


ELECTRICAL CONSTRUCTION 
AND MAINTENANCE 
Electrical Construction & Maintenance 


ELECTRICAL GOODS 
Electrical Wholesaling 


ELECTRICAL UTILITIES 
Electrical World - Power - Electrical West 


ELECTRONICS 
Electronics 


INSTRUMENTATION AND CONTROL 
Control Engineering 


MANUFACTURING PLANT OPERATION 
Factory 


METAL & NONMETALLIC MINING 
Engineering and Mining Journal 
E&MJ Metal & Mineral Markets 


METALWORKING ; 
American Machinist/Metalworking Manufacturing 


OFFICE TRAINING 
Today's Secretary + Business Education World 


PETROLEUM 
National Petroleum News 


POWER 
Power + Electrical World + Electrical West 


PRODUCT DESIGN 
Product Engineering 


PURCHASING-INDUSTRIAL AND BUSINESS 
Purchasing Week 


TEXTILES 
Textile World 


TRUCK AND BUS FLEETS 
Fleet Owner 


OVERSEAS PUBLICATIONS 
International Management ae 
ay America and European Editions) 
he American Automobile - El Automovil 
Americano ; 
Ingenieria Internacional Industria _ 
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In research 


Raytheon’s new learning machine 
can reach its own conclusions 


An advance in electronic intelligence devices was an- 
nounced this week by Raytheon Co. It’s the Cybertron, 
a trial and error learning machine that deals in concepts 
or essences, can correlate and classify information, and 
can come to conclusions. The Cybertron is not a com- 
puter—computers are not designed for these functions 
—and is not programed. It is a different approach to 
self-organizing data processing, and differs from the 
Perceptron [BI Jun.25°60,p162] or nerve network type 
of learning machine. 

The Cybertron has three basic parts: a memory unit, 
an association unit that combines memory and incoming 
signals, and a decision element that acts on the results 
of the association unit. The memory factor can be modi- 
fied by a human “teacher” who decides the machine has 
made a wrong decision. In that case the machine re- 
evaluates its method and adjusts its memory content. 
Like a person, the device learns faster when it has a 
teacher to help. 

Once the Cybertron has learned a lesson, or storéd all 
its knowledge on how to solve a particular problem, 
its memory can be transferred to another machine called 
an AIDE (adapted identification decision equipment). 
This AIDE is a simpler machine that can do one task 
but can’t learn anything further. 

The Cybertron should have far-reaching applications 
in such fields as the reading of sonar, radar, or electro- 
cardiograms. In seconds, it can absorb the information 
on cardiograms, retain new material, or modify what it 
has already learned. It has handled cardiograms faster 
than a team of technicians, and has correctly diagnosed 
ones it had never seen before. It can also distinguish 
true from false signals on sonar and radar, and can refine 
what it has learned if the task is repeated. 

Commercially, it could be used to grade produce, 
and to separate faulty products from perfect ones. 

Raytheon is working on a larger machine that will 
recognize and type out all speech sounds in English, 
and will be able to send more than one radio message 
at a time over a given bandwidth. 


Floating lab to aid biggest program 
of U. S. research in Antarctic 


The U.S. is about to launch its most costly and far- 
reaching program of Antarctic research. When the 
Southern hemisphere summer starts in October, some 
200 U.S. scientists from universities, research institu- 
tions, and government agencies will gather in Antarc- 
tica; support for their activities, funded by the National 
Science Foundation, will run close to $5.5-million. 
Their studies will include biology, geology, glaci- 
ology, gravity, mapping, meteorology, oceanography, 
upper atmosphere physics, and seismology. For the first 
time there will be a floating laboratory, the Eltanin, 
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operating in Antarctic waters under a lease agreement 
between the National Science Foundation and the Mili- 
tary Sea Transportation Service. Scientists aboard the 
Eltanin will work not only in oceanography but also 
in meteorology, upper atmosphere physics, marine 
biology, and submarine biology. 


Minneapolis-Honeywell develops 
direct heat-to-electricity converter 


A new type of thermoelectric generator—to convert 
heat directly to electricity—has been developed by the 
Minneapolis-Honeywell Regulator Co. for the Army. 
Designed to operate at very high temperatures (up to 
2,400F), the generator is made of ceramic materials and 
is said to produce close to four times the voltage turned 
out by thermoelectric converters made of more com- 
monly used materials. 

There are at least two immediate uses for such a con- 
verter in rockets and space vehicles. One is to obtain 
electricity directly from the “waste heat” of a rocket’s 
exhaust, to power the missile’s navigation or control 
systems. The other is to tap the heat that builds up on a 
space vehicle’s nose cone as it reenters the earth’s 
atmosphere, and convert it for useful purposes. 

The Minneapolis-Honeywell converter looks like a 
cake made with 14 layers of an inert base material. 
Nickel oxide is sprayed on one side of each layer; 
platinum is sprayed on the other. The ceramic nickel 
oxide and metal are then scored with a diamond-bladed 
circular saw so that it looks as if an unbroken wire is 
wrapped around each layer. 

Felt-like ceramic separates the layers; even the nuts 
and bolts that hold the unit together are made of a 
special ceramic material. Output of the device is cur- 
rently rated at 1,100-1,200 microvolts per degree Centi- 
grade. 


Biochemical findings by U. S. doctors 
mark world conference at Moscow 


U.S. scientists made news at the Fifth International 
Conference on Biochemistry, held in Moscow last week. 

« A Harvard Medical School team postulated the 
precise course of a hormone (estrogen) in leading to 
stimulus of certain growth processes. Scientists know a 
good deal about the effects of some hormones, but they 
don’t know exactly how the substances produce these 
effects. If the theory proves out, researchers may be able 
to track a hormone through its development. 

« A new type of fatty substance in the body, a 
phosphate-free plasmalogen, was reported isolated from 
the digestive gland of a starfish. Along with another 
but still unidentified substance, it is thought to have an 
influence on development of coronary (heart) disease, 
even though it probably exists in man only in tiny 
amounts. 
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Rensis Likert, Michigan professor of psychology and sociol- 
ogy, writes about management on high theoretical plane. 


MANAGEMENT 











George Odiorne, Michigan professor of industrial relations, 
writes about management in a gloves-off treatment of tactics. 


ls managing an art or a fight? 


Two books, both by University of Michigan professors, 
take contrasting views of what constitutes good 
management practice, and each cites a body of evidence 


Two professors at the University of 
Michigan have just come out with 
books on management that are about 
as far apart as the poles: 

Rensis Likert (picture, above), a 
professor of psychology and _ soci- 
ology and director of the university’s 
Institute for Social Research, is the 
author of New Patterns of Manage- 
ment (McGraw-Hill). He makes a 
case, on the intellectual plane, for 
participative management—for dem- 
ocratic and friendly human relations. 
Many of the most successful iman- 
agers, he says, have moved far be- 
yond the old precepts of scientific 
management. : 

George Odiorne (picture above, 
right), professor of industrial rela- 
tions and director of the university's 
Bureau of Industrial Relations, has 
written How Managers Make Things 
Happen (Prentice-Hall). It is a re- 
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port and manual on successful mana- 
gers he has _ studied—ambitious, 
aggressive men; masters of manipu- 
lation and skilled tacticians in the art 
of getting ahead. The managers he 
names are strikingly similar to some 
of the strong, single-minded heroes 
of recent business fiction. 


1. Accent on action 


Odiorne quotes Likert with ap- 
proval at the head of a chapter on 
recent developments in democratic 
leadership techniques and participa- 
tive management theory, but there is 
no evidence that he has adopted 
many of the values set forth in 
Likert’s new book. Indeed, he warns 
his readers against social scientists 
who have “toddled into the field of 
business” like “babes in the woods,” 
only to find their ethical strictures 


rarely recognized by managers ori- 
ented to action. 

In a plain and pungent vocabu- 
lary, Odiorne argues the virtues of 
more tangible values: growth 
planning, profits, innovation, cost 
reduction. His major interest is the 
manners of managers (or the lack 
thereof ). 

..Facts of life. The facts of execu- 
tive life, he says, are the harsh reali- 
ties of a power struggle, an everyday 
battle for profit and prestige. He 


studies the man who makes things 7 


happen the way that he wants them 
to. 

Such a manager, says Odiorne, 
needs a certain callousness. He 
doesn’t get too involved, sentimen- 
tally, with the people he is using. He 
is willing to be ruthless; “stepping on 

eople’s corns isn’t his first choice,” 
But if he must, he will. He’s tough- 
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“ATLAS” has been our name for 49 
years...and it still is. However, were 
now ‘Atlas Chemical Industries, Inc.” 














“Atlas Powder Company,” our former corporate name, 
became less and less descriptive as we grew and diver- 
sified into fields other than explosives. Four moves, 
made since early 1959, emphasize our diversification... 








Our Chemicals Division is building a plant to make 
initially about 50,000,000 pounds per year of glycerin, 
ethylene glycol and other glycols. 








Our Explosives Division is building, and will operate 
ae for Solar Nitrogen Chemicals, Inc., a $15,000,000 
: >. facility for making ammonia, urea and related products. 
Solar is owned equally by Atlas and The Standard Oil 
Company (Ohio). 






















Our International Division was formed to take over 
export of all Atlas products, and to direct and expand 
manufacturing and marketing operations outside of the 

United States. 


The Stuart Company was recently merged with and into 
Atlas. As an Atlas Division, it will continue to manufacture 
and market ethical pharmaceuticals. 








The" Powder’’—or explosives—business is still important 
to us, and we expect it to remain so. Diversification 
into several chemical fields led us to change “Powder” 
to'"Chemical,” and to bring all our corporate operations 
together under “Industries.” So, our new official 
corporate name is ‘‘Atlas Chemical Industries, Inc.”... 
while the past lives on as we retain our original NYSE 
ticker symbol —"APC.” We hope you like the new 
name...and that you'll continue to call us “ATLAS.” 


€CATLAS 


CHEMICAL INDUSTRIES, inc. 


CHEMICALS DIVISION—polyols, emulsifiers, polyester resins, activated carbons, specialty chemicals. HM EXPLOSIVES DIVISION— 
high explosives, blasting agents, blasting supplies; nitrogen chemicals; ordnance products. INTERNATIONAL DIVISION—export; manu- 
facturing and marketing operations outside of the United States. & THE STUART COMPANY DIVISION -— ethical pharmaceuticals. 


























IN TEACHING... 


EXPERIENCE IS THE GREAT TEACHER 


IN SCOTCH... 


TEACHER’S 
IS THE GREAT EXPERIENCE 





Join the experienced Scotch fanciers — graduate to Teacher's. 
It takes long experience to create Scotch of this character. 


It’s the flavour... unmistakable 


TEACHER’S 


HIGHLAND CREAM SCOTCH WHISKY 


Charles Berlitz, Vice President, Berlitz Schools of Languages. 








(BOTTLED IN SCOTLAND 





BLENDED SCOTCH WHISKY/86 PROOF/SCHIEFFELIN & CO., NEW YORK 











The nicest things happen to people who carry 
FIRST NATIONAL CITY BANK 
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UNMATCHED 


91% of Business Week’s sub- 
scribers hold management 
positions in business and in- 
dustry. 














Their Reputation Builder: Business Week 


70% more corporate advertising cam- 
paigns ran in Business Week during 


1960 than in any other leading 
general-business or news magazine. 


Source: Publishers Information Bureau, 1960. 
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minded, assuming that other men - 
also are made of tough stuff. The 
company is not a family, and 
reprimands and discipline must be 
used without compunction. 

Odiorne devotes a dozen pages 
to “the gentle art of chewing out a 
subordinate.” Management, he notes 
with approval, is moving away from 
sentimentalism and toward more 
firmness and discipline. 

Down to earth. Odiorne displays 
his philosophy of calculating and 
openly manipulative management 
even more clearly in his candid dis- 
cussions of “how to keep and use a 
secret” and “how to pick a fight and 
win in business.” 

Leaders, he says, must be judi- 
cious with information; they must 
be sure they don’t let slip more than 
they're getting; and they must de- 
velop sturdy consciences to deal with 
any ethical problems that arise from 
this practice. Social scientists with 
their tender consciences often mis- 
understand this, he adds. 

Social scientists may relish even 
less what Odiorne says about fighting 
in business, a subject he admits few 
people talk about. He argues seri- 
ously that learning the rules of the 
fray should be part of every man- 
ager’s personal development. His 
first rule: “Always express abhor- 
rence of fighting.” Then he gives his 
seven rules for winning. Rule 3: 
“Keep your eye on the main chance. 
The social scientists call this ‘recon- 
ciling the goals of the individual 
with that of the organization.” 


Il. Accent on theory 


Rensis Likert is a social scientist. 
His book, like Odiorne’s, is a how-to 
manual, but it is very different in its 
assumptions and goals, its writing 
style. Likert uses every scholarly 
device—charts, tables, references, 
and a 15-page bibliography—to con- 
vince the reader that his new theory 
of management rests on solid re- 
search and sound logic. 

More than half the book sum- 
marizes studies of groups whose per- 
formance neatly correlates with the 
attitudes Likert finds significant. His 
institute has been studying the field 
since 1947, and Likert uses all the 
evidence to build an argument for 
more democracy, more cooperation, 
more participation, more mutual un- 
derstanding in an organization. 

The words are familiar, but the 
way Likert would have management 
achieve these values would make 
Odiorne’s typical manager as out of 
place and unpopular as Sgt. Quirt 
at a Sunday School picnic. 

Down to specifics. Likert insists 
that every aspect of an organization, 
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MOST 
POWERFUL 
SELLING 
TOOL 


In metalworking—men who matter read... 








American /| Metalworking 
Machinist / Manufacturing 


A McGraw-Hill Publication, 380 West 42nd Street, New York 36, N. Y, 





METALWORKINGS 








Three out of five metalworking machines 
in the country today are over-age. The 
U.S. has dropped to fourth place (after 
Russia, West Germany and Red China) 
as a producer of machine tools. 

What are we doing about it? 

For one thing, the government promises 
to step in with new tax policies that will 
help industry to invest in new tools to 
narrow “the machine gap”. For an- 
other, technology is moving fast . . 
with new methods, new techniques for 
making products better, faster, cheaper. 


This is where American Machinist/ 
Metalworking Manufacturing fits in. It 
has led the crusade for tax policies that 
will help business keep its plant up to 
date. And, because manufacturing men 
must keep on top of new developments 
in metalworking, AM/MM is a direct sales 
channel to this ever-vital market. More 
than 45,000 metalworking manufactur- 
ing men read it twice a month. 

You don’t have to look far beyond this 
fact to see why so many advertisers find 
this magazine metalworking’s most 
powerful selling tool. 























aids are frequently best... 

for instance, reliable, long- 
lasting Bassick Casters. They 
save for you in two ways: time- 
proven simplicity to cut handling 
costs and superior Bassick 
quality to cut maintenance— of 
casters, equipment, and floors. 


Saezee materials-handling 


THE BASSICK COMPANY 
Bridgeport 5, Conn. 
In Canada: Belleville, Ont. 


move it 


SIMPLY 
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including its. management, be such 
that “each member will, in the light 
of his background, values, and ex- 
pectations, view the experience as 
supportive and one that builds and 
maintains his sense of personal 
worth and importance.” 

He recommends an organization 
made up of a series of overlapping 
groups, with more sharing of leader- 
ship than in any classic model. This, 
he says, would provide an ego-build- 
ing atmosphere for everyone, would 
generate great trust and _ loyalty, 
would insure the sharing of informa- 
tion up and down the line. 

Likert sees the classic concept of 
management as resting on the as- 
sumption that “rank-and-file em- 
ployees cannot be trusted to do a 
full day’s work, that such employees 
will abuse any freedom given them 
by ceasing to work or by engaging 
in wasteful activity.” 

Economic motives must be rein- 
forced if high performance is to be 
obtained with less anxiety, strain, 
and stress, Likert says. For the di- 
rect hierarchical pressure of man- 
agers, he advises, substitute the 
softer guidance of group-oriented 
leadership. This lets the people con- 
cerned feel they are really sharing, 
contributing, influencing. 

Goodness of men. Management 
experts will find it hard to analyze 
the implications of Likert’s propo- 
sition without seeming to question 
his apparent faith in the natural 
goodness of man and the capacity 
of men of goodwill to govern their 
own affairs. 

They will find it even more diffi- 
cult in the face of some $4-million 
worth of research in more than 70 
major studies of 30 or more organi- 
zations, which show that leaders 
considered “good” by their subordi- 
nates do at least as well as managers 
who are considered “bad.” 

How to put Likert’s ideas into 
effect may be more debatable, espe- 
cially since Likert himself makes no 
claims that the primary aim in re- 
modeling management is to increase 
production. Likert admits that his 
proposed system of management is 
complex, and difficult for an indi- 
vidual company to develop. 

Presumably, the description now 
in book form will be boiled down to 
a few straightforward propositions 
that a manager who lacks training 
in social psychology would find it 
possible to apply. But Likert con- 
cedes that even in a company that’s 
ready to accept the new theory, it 
might take 10 years for pilot studies 
to be run, new measurement and 
information systems adopted, and 
the entire organization reoriented in 
its attitudes and activities. End 








REE SAMPIE 


From the Port of 

Portland comes the 
freshest idea in land for new Indus- 
trial development . . . Instant Real 
Estate. Dredged from the Willam- 
ette and Columbia river channels 
is the earth that has been used to 
make 1,272 acres of prime indus- 
trial sites. In the heart of Portland’s 
traffic pattern 4 major areas pro- 
vide you with air, rail, truck and 
deep water shipping facilities. 


Write for your FREE SAMPLE of 
Portland’s land made to order for 
industry, and a detailed informa- 
tion brochure. 


Better Industrial Home- 


making, from |NSTANT 
jess. REAL ESTATE 


a ‘" a product of the 
<p: PORT OF PORTLAND 
“Se. COMMISSION 


rarer." 
Write: 5848 N. Lagoon Avenue, Portland 8, Oregon 
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THE TREND 


BIW 


When the West must keep cool 


The Administration has responded with an admi- 
rable combination of firmness and restraint to the 
drastic measures Moscow has taken. to seal off 
East Berlin and check the flow of refugees to the 
West. Moving carefully in this new and explosive 
phase of the Berlin crisis, Pres. Kennedy and Secy. 
of State Rusk limited their initial responses to pro- 
testing the illegality of the Soviet action and to call- 
ing the world’s attention to the glaring failure of 
Communism in East Germany. A new round of 
consultations with our NATO allies was launched, 
of course. 

This is no occasion for extreme counter-measures. 
As long as the Soviets continue to leave West Ber- 
lin unmolested and do not interfere with Western 
rights there, the situation is no more than an exten- 
sion of conditions we have been willing to accept 
over the past decade. However illegal and ugly the 
latest Soviet move, the heart of the matter is not 
what the Communists do in East Berlin but what 
happens in West Berlin. 

Here, the NATO powers must clearly stand firm 
against Communist encroachment, whether it be 
against the freedom of the West Berliners, our 
access to the city, or our right to maintain garrisons 
there. On these matters there can be no retreat 
before Soviet pressure. The only question is what 
stance we take in protecting these interests during 
the dangerous days that lie ahead. 


Birth of a new industry 


The success of Maj. Titov’s earth-orbiting journey, 
timed to the Berlin crisis, again underscores the 
importance of our own space program. 

Like it or not, space achievements no longer are 
simply scientific experiments. As the Russians have 
exploited them, space successes have become a 
yardstick of national prestige. 

Thus, we cannot overlook the propaganda effects 
of space work in formulating our own program. Pres. 
Kennedy has recognized this. He has put on a crash 
basis our project to land a man on the moon—a 
goal we may reach before the Russians. 

As our space report (page 74) makes clear, the 
exploration of space will have a direct impact on 
U.S. industry during the decade ahead. Between 
now and the early 1970s, the U.S. will pour at least 
$50-billion into space work. And the aerospace 
industry will probably be the employer of some 
1-million skilled workers. 

The emergence of this new industry undoubtedly 
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After all Khrushchev’s bullying threats and now 
this latest demonstration of Soviet suppression,” 
there may be some temptation to throw down the 
gauntlet on West Berlin—in effect, to defy Premier 
Khrushchev to sign a peace treaty with East Ger- 
many and to risk the military consequences of turn- 
ing over the controls on access to the city to his 
stooges there. But nothing would be less likely to 
serve the interests of this nation or of the Western © 
world as a whole. Given Khrushchev’s cocky mood 
and the strategic situation in Berlin, such a course | 
might split the NATO alliance and thus give 
Khrushchev a staggering political victory. 

As Kennedy and Rusk have indicated, the time 
has come for the West to prepare for negotiations 
with Moscow over the Berlin issue. Khrushchev has © 
said publicly, though in somewhat fuzzy terms, 
that he is prepared to recognize our basic rights 
in West Berlin. 

It may be difficult for him to square this assurance 
with his obvious determination to take the final 
steps in Sovietizing East Germany. It is essential, 
however, that we turn every last diplomatic stone to 
see if this is not possible. This will take time, but 
it must be done. 

The nation’s leaders carry an exceedingly heavy | 
burden of responsibility in these grave times. 

The best we can do to support them is to stay 
calm and steady. 


will become as important to the whole economy as, 
say, the formation of the auto industry was in the | 
1920s. To cope with the complex problems of space 9 
development, aerospace companies will have to be 
huge, versatile, and resourceful. 

From industry's standpoint, there will be three 5 
main difficulties ahead. One will be organizational - 
—how to coordinate widespread work on a given 
space project. Beyond that, companies will have to 
upgrade workers to handle more skilled jobs. 

The real snarl could come in how big a role the” 
government plays in directing the space program. | 
The government will be doling out most of the 
funds, and it must oversee how the funds are used. 

Even so, industry naturally will want to assume” 
as independent a role as possible in making its own 
decisions. With thoughful study of this problem on 
both sides, industry and the government should be 
able to work out a friendly partnership in the joint 
effort to move into space. 
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